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his document is intended to provide background information on, and recommendations for,

the development of a comprehensive strategy for improving job-related learning in the United

States. The work included here is sponsored jointly by the the National Center on Education

and the Economy and the American Society for Training and Development. In the interest of
individual opportunity and institutional competitiveness, the sponsoring institutions decided to undertake
a broad examination of job-related learning in order to integrate the current thinking of public policy
makers, educators, and employers concerning strategies to use the nation’s human capital effectively.
The views included here are solely those of the authors and do not necessarily reflect the policies of
the sponsoring institutions.

As representatives of educators and employers, the sponsoring institutions represent a stakeholder
in the nation’s job-related learning system. Educators and employers all have an interest in the preparation
of the nation’s workforce, and both have assumed responsibility for various aspects of human resource
development in the United States. Both, however, are beset by a mix of economic, demographic. and
technological forces that demand a comprehensive strategy to prepare and maintain the workforce, to
encourage individual opportunity, and toimprove the competitive performance of the economy as a whole.

The diversity in sponsorship for this document is indicative of the diversity in the nation’s job-related
learning system. Any attempt to formulate strategies to improve the system that does not account for
that diversity will miss the mark. The natiou’s human resource development system is a crazy quilt of
institutions with overlapping funciions. Each institution has a clear competitive advantage in deliver-
ing some aspect of job-related learning, but no institution has an exclusive monopoly on all of its aspects.
The lack of clearly demarcated roles in the nation’s job-related learning system is complicated further
by geographic diversity—every institution is a major provider of learning somewhere, but no institu-
tion covers the entire nation.

The essential assumption in this document is that the diversity in the American job-related learning
system is a good thing, It allows many points of access for the customers in search of job-related
learning—employers and individuals. The current diversity of institutions ihat supply learning also allows
for healthy competitior. as they respond to emerging education needs. The overall strategy implicit in
this document’s many recommendations builds on the current diversity and probably encourages more
of it. The strategy is to improve the efficiency and quality of job-related learning while simultaneously
increasing the demand for it—by putting new buying power in the hands of individvals and employers.

The document begins with an introduction that discusses the relationship between human resource
development, the earnings of individuals, and the productivity of institutions. The introduction is followed
by a summary of the major recommendations for employers, educators, and the government. The body
of the document is organized into two principal parts: a discussion of preparation of workers by institu-
tions outside the workplace and a discussion of learning that is either provided or paid for by employers
and employees once people are on the job. Specific recommendations appear as they arise in the discus-
sion. Limitations of time and space have precluded their complete examination, but it is the intent of
this document to provide breadth over depth. Indeed, most of the recommendations are drawn from
much more extensive research and experience than could be included here. The recommendaticons are
oniy intended to spur further discussion and study.
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i

ducation and training on the
job have always been the
most powerful levers for im-
proving both individual op-

portunity and institutional competitiveness in the
United States. They account for most of the differ-
ences among Americans in terms of earnings and the
ability to choose how and where to earn a living! On
average, learning in school and on the job explains
aboui half the differences in earnings among
Americans; geographical considerations, career
choices, and plain chance explain the other half. Peo-
ple with the least education and training have the
poorest earnings and the fewest choices.

Schooling accounts for abou* 10 percent of the dif-
ferences in earnings among Americans.2 It also deter-
mines access to learning on the job: People with the
most schooling get the most learning on the job. Learn-
ing on the job has a more powerful effect on earnings
than previous education, tenure on the job, or union
membership. Available data show that people who
receive formal training on the job enjoy an earnings
advantage of 30 percent or more over people who
do not.?

Schooling and job training benefit institutions as
well. Education and training are critical to the produc-
tivity of employers and, therefore, to their competitive
advantage. In fact, learning on the job and in school
has been, by far, the most important contributor to the
growth in the nation’s productive capacity in this cen-
tury. Advances in knowledge on the job accounted for
more than half of the increase in our productive
capacity between 1929 and 1982. By comparison, for-
mal education was responsible for 26 percent of the
increase in product.ve capacity over the same period.
In contrast, the contribution of machine capital was
20 percent.* Moreover, the importance of human
capital for individual opportunity and institutional
competitiveness is increasing as the nation shifts from
a machine-based to a knowledge-based economy and
as technology becomes ever more footloose in a com-
petitive world economy.

Skill requirements on the job are increasing rapidiy.
As technology performs more tasks, cmployers are
combining 1nany jobs into fewer jobs with broader
responsibilities. These new, consolidated jobs require
workers who have broader and deeper skills and use
more technology to handle repetitive tasks. The new
technology itself requires deeper computational skills
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for operations, maintenance, and control, as well as
higher literacy skills for reading complex manuals.
The available evidence tells us that skilled labor and
technology are ultimately complementary and not sub-
stitutes for one another. There are more educated
employees and more on-the-job training where the
technical content of work is the highest.’

Economic and technical changes are increasing the
autonomy of employees and working teams, which
also means that employees need more and better job-
related skills. Because new technologies perform
repetitive tasks, individual e’aployees and working
teams have more discretion. Employers are relving in-
creasingly on the technical and interpersonal skills of
employees and working teams at the point of produc-
tion or service delivery to drive efficiency, quality iin-
provements, and new applications for existing prod-
ucts and services. Employees need problem-solving
and managerial skills to handle a broad range of func-
tions and teamwork skills to interact effectively with
other members of the working team. New technology
also allows customization of products, which requires
employees with sufficient technical skill to tailor prod-
ucts and services to customers’ needs, as well as the
interpersonal skills necessary to provide good
customer service.

To win the competitive race, American employers
will need more skilled workers and institutional struc-
tures that can benefit from those workers’ ideas. Most
innovations come from applying existing theoretical
knowledge to the production, testing, and use of exist-
ing products and services.® Indeed, most new theory
comes from the attempt to apply existing theoretical
knowledge. The workplace is the primary source of
refinements in existing knowledge that lead to product
and service improvements and new products.

If werk environments are to be eftective labora-
tories, however, they will hav~ to be staffed with per-
sonnel who have sufficient skills to push the frontiers
of knowledge, and employer institutions will have to
value learning and allow individual employees the
autonomy to pursue new ideas.

New institutional formats also are increasing skill
requirements on the job. As employers create institu-
tional structures that are less hierarchical ana more
decentralized, resources and authority move towara
the point of production and service delivery, for several
reasons:

* Employers recognize that new technologies have in-
creased the autonomy of individual employees and
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working tcams and are creating institutional struc-

tures consistent with the new reality.

® The technical capability to tailor products and
services to customers’ needs and to provide high-
quality customer service demands institutional for-
mats that give front-line employees the resources
and authority to customize products and services
and to package a diverse array of offerings for in-
dividual consumers.

® Accelerating economic and technical change
demands 1nore institutional flexibility than tradi-
tional, top-down, hierarchical institutional struc-
tures can offer.

¢ There is a growing need to involve employees at all
levels of the organization in order to shorten “cycle
time” (the time it takes to get innovations to the
marketplace).

* New efficiencies, quality improvements, new appli-
cations, and innovations most often come from the
production and use of a product or service, which
suggests the need for decentralized learning systems
at the point of production and sale, as well as at the
interface with customers.

In the ne w institutional environment, employees will
need new and better skills not only to periorm on the
job, but also to get and keep a job. Employers are not
only flattening and decentralizing institutional struc-
tures to make them more flexible and efficient, but
they are also keeping their permanent work forces
small. They are making lifetime commitments to a
core work force and using suppliers, contractors, and
parttimers to respond to temporary needs. As a result,
the implicit commitment between employer and
employee is in decline. More and more American
workers are responsible for their own career develop-
ment. If they are to shoulder that responsibility suc-
cessfully, they will need employability skills—the skills
necessary to get a job—and career development
skills—the skills necessary to manage a career. They
willalso need access to job-related training as well as
portable pensions, portable health-care, day-care, and
parental leave.

Demographic trends in the United States are on a
collision course with economic, technical, and orga-
nizational changes that demand higher levels of job-
related skills. The available labor pool at entry level is
shrinking. Moreover, entry-level employees are drawn
incresingly from populations in which human capital
investments prior to work have been insufficient.

The volatile mix of technical, economic, and demo-
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graphic forces demands new strategies for developing
human resources in the workplace. Employers who
vsed to cream the most qualified from an oversized
labor pool increasingly will have to make rather than
buy skilled employees.

Those same forces are redefining notions of th.e role
of human resources policies. Policy makers who used
to limit their focus to those not sharing in the largess
of the American economy are now concerned with the
economy itself and the job prospects of all Americans.
Many leaders in both the public and private secters are
concerned with the development of human capital as
a primary competitive tool in a world where technol-
ogy and financial capital are footloose. As a result,
private human resource strategies and public policies,
which previously focused on social policies for the peo-
ple last in line, now emphasize using human capital
development to improve the employment security of
all Americans and using people in the nation’s institu-
tions more effectively to enhance competitiveness in
the wo1ld economy. Moreover, in the schoolhouse and
the workplace, the target of education and training has
expanded to include not only white-collar and tech-
nical elites but also noncollege-bound higli school
graduates and nonsupervisory employees.

The shift in policy goals has engendered correspond-
ing expansion in the appropriate places and means for
delivering education and training. The principal
expansion has been to add applied learning in work
settings to the inductive learning employees learn in
schools. The discussion of policy instruments has
moved beyond the traditional use of public bureaucra-
cies to supply public education and training to the use
of tax-based investment incentives to increase the de-
mand for education and training among individuals
and employers.

There has also been a shift in the context of the
dialogue on private and public human capital develop-
ment strategies. The globalization of competition has
encouraged a comparison of our human capital devel-
opment strategies with those of our competitors.” Qur
own assessment is that there is much tolearn from our
competitors. While the United States does relatively
well in preparing white-collar and technical elites in
academic settings, both the Europeans and the Japan-
ese are superior to the United States in important
respects. Moreover, we agree with other analysts who
have concluded that the human capital strategies of
the European and Japanese nations have contributed
substantially to their econorric success. Compared to
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the United States:

® Learning is accorded a higher standing in the opera-
tions of the European and Japanese econcmies. In
both cases, learning is utilized by employer institu-
tions as a proactive tool for responding to strategic
change and in the selection and appraisal of, and
reward systems for, job seekers a:uid employees.

* Both the Europeans and Japanese provide a higher
quality of academic preparation and workplace
learning for the noncollege portions of their work
forces. As a result, while the United States is good
at producing white-collar and technical elites to
develop new ideas, the Europeans—the Scandina-
vians and Germans in particular— are better at get-
ting new ideas to the marketplace quickly, as well
as developing cost efficiencies, quality improve-
ments, and new applications over time.

* Botik: the Europeans and the Japanese emphasize ap-
plied learning. The European apprenticeship struc-
ture mixes academic and applied learning both in
schooling and in the upgrading of employees. While
the Japanese schools are very academic in their ap-
proach to education, employers provide most of the
job-related applied learning for working-age adults.

® Both the Europeans and Japanese have created
substantial infrastructures for learning in iiie work-
place. European employers train in pa: tnership with
putlic entities. Japanese employer-based training
systems are more informal but are deeply embedded
in the cultures of individual employer institutions.

® Partnerships between public educators and em-
plovers are much stronger in both Eurcpe and

Japan. European employers are a dominant force in

the preparation of white-collar and technical elites

in the schools and in the apprenticeship system. The

Japanese hirc on the basis of academic achievement

and are very responsive to human capital strategies

emanating from quasigovernmental planning
institutions.

Many of the recommendations in this document
result from an analysis of the relative strengths and
weaknesses of American and foreign human capital
strategies. A general recommendation is that the
United States should emulate many of the strengths
of both the European and Asian models. As a result of
the comparison of human capital strategies. the
recommendations reflect in part the beliefs that—
® learning ought to have a higher standing in the

American economy;
¢ the United States ought to pay more attention to

Q
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noncollege-bound youth;

* American schooling ought to focus on applied learn-
ing; and

¢ partnerships between public and private entities
ought to be encouraged and strengthened.

At the same time, lessons from abroad need to be
translated into the American context. For example, the
European “dual systems’’ that direct students into
either academic or applied-learning experiences are
not sufficiently egalitarian for the American culture.
One recommendation is to favor a single track that
mixes academic and applied learning for all students
but allows them to adjust the mixture to their own
needs. In the Japanese case, the commitment of em-
ployers to job-related learning is impressive, but the
United States ought to favor strategies and policies
that give more control of job-related learning to public
institutions and individuals.

In addition, the recommendations reflect the convic-
tion that the United States should avoid its competi-
tors’ mistakes. For instance, the European model, with
its emphasis on occupation-specific learning, can
reduce the flexibility of the work force if it is overdone.
There is convincing evidence that th.e European spe-
cialization in the mechanical arts through rigorous ap-
prenticeship systems, for example, slowed their shift
to electronic-based technologies, which resulted in
major market losses to the Japanese.®

In addition to those alluded to above, the discussion
that follows is based on three pivotal assumptions.
First, throughout the postwar era, the human capital
development system has made its principal contribu-
tion to the nation’s economic productivity by in-
creasing the number of Ameri:ans who complete high
school. The major prospects for further productivity
gains are—

* an expansion in both the quantity and the quality of
learning after high school—in two-year and
four-year schools, and especially in employer institu-
tions; and

e quality improvemenis in elementary and second-
ary education, especially among noncollege-bound
youths.

Second, an employer-based learning system is the
missing link in the nation’s human capital develop-
ment system. Learning on the job is the most critical
factor in the career advancement and the competitive
performance of individuals. Moreover, until the impor-
tance of learning on the job is recognized, human
capital development strategies focused outside the

3
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workplace will continue to miss tte mark. The United

States can educate and train employees outside the

workplace until it isblue in the face, but if employers

do not design institutions and jobs that use and reward
learning, all efforts will make little difference.

Third, the job-related learning system recommended
here has essential characteristics:

* It would include both a training system to teachnew
skills and a learning system to capture new knowl-
edge, on and off the job.

* It would be rooted in actual work processes on tne
job or would simulate applications off the job.

* It would include incentives for stronger linkages be-
tween learning on and off the job tn accelerate the

~ TRAINING AMERICA

transfer of new knowledge and changing skill

requirements.

In order to build the job-related learning system it
needs, the United States will have to use both supply-
side strategies to improve the quality of learning in-
side and outside the workplace and demand-side strat-
egies to encourage individuals and employers to invest
in human capital development.

The summary section that follows gives an overview
of this document and its general recommendations.
Subsequent sections provide a more detailed analysis
of policies and programs, as well as specific
recommendations.
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Employers

mericans need job-specific
training to get their jobs, and
they need upgrading to keep
those jobs and get better

ones. They get most of their job-related trainine from

employers. According to a 1985 survey by the Bureau

of Labor Statistics, 54 million Americans, 5% percent
of the work force, said they received some kind of
job-related learning to qualify for their job:

* Twenty-eight million said they got some or all of
their qualifying training in school.

* Nine million said they got some or all of their quali-
fying training from formal courses provided by their
employer.

* Twenty-seven million said they got some or all of
their qualifying training from informal coaching on
the job.
01y 35 percent of working Americans, 34 million

people, have received upgrading; mostly paid for or

delivered by employers:

* Eleven million have had their skills upgraded in
schools. A substantial portion of the cost of this
education (roughly 30 percent) was paid for by
employers,

* Eleven million have received some or all of their
upgrading from formal courses in the workplace.

*® Fourteen million have received some or all of their
upgrading from informal ccaching in the
workplace?®
A combination of good schooling and learning on

the job is ideal for qualifying for a job, getting pro-

moted, and leveraging earnings and job security. As
stated earlier schooling accounts for about 10 percent
of the variation inearnings among Americans; the re-
maining 90 percent is accounted for by career choices
and experiences after schooling. Learning on the job,
especially formal learning, is the most powerful deter-
minant of earnings. People who get formal learningon
the job enjoy a 30 percent earnings advantage over
those who do not!°

Because of their importance in the nation’s job-

related learning system, the principal challenge for im-

proving that system is to employers. They currently

spend about $30 billion, 1.4 percent of the natioual
payroll, on formal training and development; many
large companies spend 2 percent of payroil, and
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employers with the most substantial conmitments to
training and development spend 4 percent!! Analysis
of the available data and case studies of individual
employers leads to the conclusion that employers’ cur-
rent commitments to training and development are
probably insufficient.

Learningin the workplace is the most powerful lever
for improving individual opportunity and institutional
competitiveness, and employers are the principal pro-
viders of job-related learning—yet learning has a
relatively low standing and low frequency in the
American workplace. According to the Bureau of
Labor Statistics’ cited data above, only 11 percent of
American employees get formal training and only 14
percent receive informal training from their employers
to prepare for their jobs. Only 10 percent received for-
mal training and 14 percent received informal train-
ing from their employers to upgrade their skills once
they were on the job. Empioyers spend more than 10
percent of the initial cost of their machinery to main-
tain it and less than 2 percent to maintain the skills
of their employees?

Overall national targets for employer spending could
be pegged to the levels of human resource develop-
ment characteristic of most of the nation’s more suc-
cessful enterprises. In addition, the overall national
targets should be increased slowly in two phases:
® an interim target of two percent of payroll nation-

wide; and
® an ultimate goal of four percent of payroll

nationwide.

In addition to increasing resource commitments,
employers will need to integrate human resource
development into institutional culture and structure.
If the critical processes of teaching and learning are
to gain more standing in the American workplace, they
will have to become part of everyday management and
supervision and be connected to performancz-based
selection, appraisal, rewards, and career-development
systerias. Managers need to select new employees on
the basis of their educational preparation to do the job
and to learn on the job. Eacn appraisal should con-
clude with a learning plan for improving individual
performance. Learning and new idezs should be
rewarded. Finally, managers need to advise employees
on strategies for using learning to enhance employ-
ment security and career advancement.

12
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Moreover, employers will need to decentralize their
lea. ning systems, to push the human resource develop-
ment activity as close as possible to the point of pro-
duction and service delivery. Because technical
chauges have their greatest impact on production and
service delivery employees, these employees have the
most to learn.

By the same token, their immediate experience with
the product and the customer make them prime ex-
perts and the {irst listening post for new efficiencies,
quality improvements, new applications, and innova-
tions. As a result, they also have much to teach. In the
new workplace, the ability to speed an innovation to
market requires the full participation of nonsuper-
visory employees in the design of production and
service-delivery systems. Employers need to teach
employees the skills required for their new, more ex-
panded role. Employers also need to learn from the
employees who actually make the product, deliver the
service, or interact with the customer.

As production and service delivery becomes more
decentralized, component parts and critical services
are supplied by subcontractors, vendors, and part-time
or temporary employees. In order to guarant~e the
quality of final products nd services, employers need
to be concerned with the quality of learning systems
among suppliers and temporary employees. Employ-
ers can encourage higher performance either by pro-
viding training or by setting training standards for
suppliers and temporary employees.

Four factors are essential to integrating human
resource development into the employer institution:
® leadership—the chief executive officer must make

training a priority;

® institution building—staff and budget need to be
assigned, and the training and development exec-
utive must be a full member of the senior manage-
ment team;

* integration—line managers throughout the institu-
tion must be responsible for training and develop-
ing their subordizates; and

® accessibility—training must be available to all
employees and not just white-collar and technical
elites.

American managers will play a critical role in bring-
ing new learning systems into the workplace. In the
new workplace, both autonomy and the managerial
function have been pushed toward t* : point of produc-
tion and service delivery. In the flatter, less hierar-

6 chical structures that result, managers enforce ac-
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countability less by supervising work ptocesses and
more by looking at the outcomes of the efforts of in-
dividual employees or working teams. Managers do
not direct work processes as much as they help
employees improve efficiency and quality, and assist
them in the development of new applications. One of
the manager’s new roles is that of master teacher,
respunsible for crafting learning experiences for in-
dividual employees and working teams to improve
work outcomes. The manager also serves as a critical
listening post to capture new on-the-job learning from
employees that may result in efficiency and quality im-
provements, as well as new applications for existing
technologies, products, and services.

The state of the art in workplace learning far ex-
ceeds the state of practice. To bring practice in line
with the art, employers need to—

® create an institutional environment that encourages
the proactive use of human resource development
as a tool to promote efficiencies, quality improve-
ments, new applications, and innovations;

® account for training costs and evaluate training ef-
fectiveness; and

® share the costs of basic research on adult learning
as well .s development and delivery costs of train-
ing materials and technologies with other employ-
ers, public authorities, educators, and equipment
suppliers.

The fundamental pedagogical streng:h of employer-
based training is thai 1t can be applied. Applied learn-
ing works better than learning in traditional classroom
formats because it embeds new knowl:dge in a con-
text that is meaningful to the learner. New ¥nowledge
delivered in the context of work activities motivates
learners and car be put into use immediately. Too
often, however, employers do not use their natural
pedagogical ~1vantages, but rather transfer the deduc-
tive methods characteristic of the schools into the
workplace. Employers need to—

* use an applied pedagogy in developing workplace
curricula; and

® deliver learning experiences outside the classroom
using nontraditional formats.

Every employer also relies on the quality of learn-
ing systems in other employer institutions to assure
quality of its own final product or service. Therefore,
it behooves individual employers to link with other
employers to improve the performance ¢ the network
of learning systems.
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Employers also need to link with external education
and training institutions in order to guarantee a supply
of educated entry-level employees and to assure a
supply of high-quality upgrading training for existing
employees should employers want to buy rather than
provide training internally.

‘TRAINING AMERICA:

It is in the interest of all the employers to assure ef-
ficient and timely learning of new skills and to absorb
new knowledge as quickly as possible. Strong linkages
among employers in the same economic networks and
between employers and external education, training,
and R&D institutions can accelerate the transfer of
learning to everyone’s advantage.

Educators

mployers rely on the educa-
tion system for the building
blocks of a competitive work

force: entry-level employees

who are job-ready and training-ready. Educators pro

vide most of the training employers buy from outside

sources inorder to upgrade employees. Therefore, we

urge educators to—

* work with employers to strengthen the link between
learning in school ard learning on the job;

® link the teaching of academic subjects to real-world
applications; and

® teach future employees not only reading, writing,
and arithmetic, but how to make decisions, to solve
problems, to learn, to think a job through from start
to finish, and to get a job done with and through
other people.

The half of high school graduates who do not go on
to postsecondary education require special attention.
As mentioned earlier, the United States is competitive
in the educational preparation of white-collar and
technical professionals, but is less than competitive at
providing basic education and occupational training
to noncollege-bound youth. Eventually, those youths
become the nation’s hands-on production and service-
delivery employees and have substantial control over
the efficiency, quality, and development of new ap-
plications for products and services. As new technol-
ogies and decentralized organizational structures in-
crease skill requirements, those youths will become
ever more critical to the nation’s competitiveness.
Therefore, their educational preparation will increase
in importance. The 43 percent of American high school
students who are in the watered-down general cur-
riculum, and the 19 percent who are in vocational
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courses, need a new curriculum that mixes solid
academic basics and applied learning, preferably in
work settings.

To get the most out of the nation’s human capital,
employers and educators will have to become more
closely linked and accountable to one another. If the
nation’s educators become more accountable to
employers, employers will give more weight to educa-
tional preparation in making hiring decisions, which
will encourage students to take schooling more
seriously. The schools should—

* involve employers in curriculum development; and
* develop transcripts that record students’ cognitive
and interpersonal skills.

The nation’s educators also need to be more accoun-
table to students. Educators cannot meet their clear
responsibility to prepare an independent citizenry if
they do not provide students with the skills necessary
to guarantee economic independence for themselves.
Toward that end, the schools should—
¢ develop curricula that prepare students for perfor-

mance in the world of work;
® use applied learning to facilitate students’ ability to

use academic learning on the job; and
® encourage “learning-and-earning” programs that

mix developmental work experiences with acadernic

learning.

Accountability between schools and employers is a
two way street. To be full partners in American educa-
tion, employcrs must—

* communicate new krowledge and changing skill re-
quirements as they arise in the workplace;

* give more weight to educational attainment and
achievement in b. 2 decisions; and

® work with ed ..~ters to develop and provide
“learning-and-earning” curricula.
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Government

here are three main thrusts in
the government'’s efforts to
improve the nation’s job-
related learning system.

First, the scope of the government’s human re-
sources strategy needs to be expanded. The strategy
should include both social-policy goals and
economic-policy goals, use human capital develop-
ment to promote individual opportunity and institu-
tional competitiveness, target both disadvantaged
and working Americans, and deliver human capital
development both outside and inside the workplace.

Second, government policies should encourage bet-
ter use of scarce resources, including the coordination
of existing programs at the point of delivery and closer
links among the nation’s providers of human capital
development.

Third, the government should pursue both supply-
side strategies that improve the capacity of institutions
to provide education and training, and demand-side
strategies that encourage employers and individuals
to invest more resourwces in education and training.

The disadvantaged have the first claim on public at-
tention and public resources. The nation is already
past due on its commitment to provide equal oppor-
tunity for participation in the American culture, pol-
ity, and economy. The litmus test of that commitment
is willingness to provide public resources to make
every American capable of getting and holding a job,
because people unable to get work disappear from the
community, drop out of the political system, and fall
into the underground economy.

Providing human capital development for the disad-
vantaged would do more than honor commitments to
equal opportunity. It would also pay off in dollars and
cents. Investments that endow the disadvantaged with
the 1.ecessary skills to make them economically inde-
pendent will reduce the costs of public dependency. In
addition, with the decline in the number of entry-'evel
workers, the nation now needs all its young people on
the job io remain economically competitive.

Preparing the disadvantaged for jobs with a future
will require a mix of family support, basic education,

13

and job training. Programs should be predicated on

the principles that the best social welfare agency is a

family, the best educator is experience, and the best

trainer is a job. A program to provide a real second
chance for the disadvantaged would include—

e prenatal care and sound nutrition in their early
years, preschool education, compensatory education
for educationally disadvantaged elementary and
secondary students, and training and transitional
services to leverage entrance into the workplace; and

* a cohesive delivery system allowing them one-stop
shopping for a customized mix of services suited to
their developmental needs.

Experienced employees who become unemployed
after several years on the job also have a high-priority
claim on federal resources. The same destructive pro-
cesses are at work for the disloczted as for the disad-
vantaged. The disadvantaged tend to start out and end
up at the bottom of the economic heap. The dislocated
experience an economic loss that ravely results in per-
sistent poverty but probably involves an equal amount
of suffering—not so much because of where they land
as because of how far they have to fall. There is no fit
measure to guide a choice to help one group and not
the other.

Dislocation is here to stay. The harsh reality is that
a fair trading system and new technology will inevi-
tably benefit the nation as a whole but harm some in-
dividual citizens. In the end, practical necessity and
compassion suggest the need for dislocation policies.

Such policies for the dislocated are not expensive.
The billion dollars the Lovell Commission informally
agreed ought to be spent on worker dislocation should
be sufficient new money to pay for effective programs
to serve the roughly one million experienced American
employees who are dislocated each year!? In addition,
current proposals for expanding the uses of the $30
billion unemployment insurance system beyond its
current emphasis on income maintenance are worthy
of consideration. There are three principles to follow
in crafting programs for the dislocated:
® Set a higher hitch in the safety net for dislocated

employees. The government should help dislocated

employees avoid a free-fall from middle-class status
to ofticial poverty.
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® Help employees before they become dislocated.
Prior notification, counseling, job-search assistance,
and outplacement should be encouraged while em-
ployees are still on the job.

® Above all, help dislocated employees find jobs. Give
dislocated employees counseling and job-search
assistance before giving them training. Treining out-
side the context of a job or job commitment is usu-
ally folly. Training does not create jobs; jobs create
the need for training.

Although demographic and economic trends suggest
urgency in addressing the education and training
needs of the traditional public clientele—the disadvan-
taged and dislocated—those trends also suggest that
the mass of mainstream employees and employers are
now appropriate targets of public education and train-
ing policy. Trends in the workplace suggest that the
need for flexible institutions will reduce the commit-
ment between employer and employee, forcing employ-
ees to take more responsibility for their own career
development. If they are to do so successfully, they will
require new tools, including portable health-care,
portable pensions, day-care, parental leave, and access
to job-related training. A policy to improve access to
training for adult Americans should include two
components:

* giving individuals direct control over their career
development by providing them lnans they can cash
in with employers or other education and training
providers; and

® using institutions outside government and industry,
such as unions and professional, occupational, and
trade associations, to develop standards, training,
and internship/apprenticeship experiences in partic-
ular occupatiniss.

The growing concern with the nation’s economic
competitiveness has resulted in a rela*ively new public
interest in the quantity and quality of the nation’s
employer based training. Learning on the job is the
primary factor promoting productivity and new learn-
ing that eventually translates into competitive prod-
ucts and services, yet policies to encourage employer-
based training are conspicuously absent in the nation’s
investment portfolio.

In addition, the absence of learning infrastructure
on the job is the missing link in the partnership be-
tween schools and employers. To the extent learning
is embedded in the economy, the economic importance
and the leverage of preemployment education and
training will increase. To the extent learning becomes
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more connected to job performance and economic
rewards in the economy, students and trainees will be
more interested in their own development. Moreover,
to the extent employers rely on training as a strategic
tool, partnerships will be strengthened between em-
ployers and the education and training community
outside the workplace. Employers will be more in-
terested in well-prepared, entry-level employees w..
are ready to be trained. Employers who upgrade their
employees more will find more use for external edu-
cational and training institutions. Large employers
already buy 30 percent of their upgrading training,
more than $10 billion worth, from outside suppliers.
Smaller employers buy almost all their training from
outside resources. The ideal device for expanding
employer training—homemade and bought—would
be some form of investment incentive for employers
to increase their spending on training. Some propos-
als are—

* establishing incentives for employers to provide
more training—ideally, incentives delivered through
the tax code;

® encouraging state-based policies to provide incen-
tives for employers to make or buy training for their
own employees;

® encouraging state-based po.icies to provide custom-
ized training for employers;

® encouraging basic R&D as well as inventory,
analysis, and dissemination of best practices in
workplace training; and

® developing workplace curricula in training areas
with high priority.
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PREPARING FOR WORK
Schooling

n 1985, 28.1 million workers
(about 30 percent of the
American work force) re-
ported they had received

some or all of their qualifying training from schools.
Most (about 16.1 million workers) got their qualify-
ing training from four-year postsecondary institu-
tions. About five million got their jobs as a result of
training in junior colleges or technical institutes.
Another five million got some or all of their qualify-
ing training in high school vocational education
courses. Roughly two million qualified for their jobs
as a result of training in private postsecondary voca-
tional schools, and 1.5 million qualified as a result
of training in public postsecondary vocational
schools.#

The cost of schooling is high: Expenditures for
public elementary and secondary schools totaled $137
billion for the 1985-86 school year and is estimated to
reach nearly $156 biilion for 1987-88:5 Although
federal funding for elementary and secondary educa-
tion is overshadowed by the contributions of state and
local governments, which together accounted for
about 93 perceat of all funding in 1984-85, the federal
government proposed to spend a whopping $11.5
billion for educational programs in fiscal year (FY)
1988, including $5.1 billion tor elementary and secon-
dary school programming!®

That huge vublic investment in education has had
some gratif, ... results. High school graduates account
for 86 percent of young adults aged 25 to 29, twice the
percentage for 1940. As of October 1985, 86.5 percent
of whites, 82.5 percent of blacks, and 70 percent of
Hispanics had received a high school education. The
annual dropout rate fell from 6.2 percent in 1973 tv 5.2
percent in 1983, with young black men showing the
most improvenient.

Twenty-two percent of all 25-to-29-year-olds have
completed four years of college, nearly double the
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figure for 1963 and four times the percentage in 1940.
The gains have been especiaily dramatic for blacks; the
proportion of college graduates among blacks has
risen sevenfold since 1940.

Nevertheless, considerable educational attainment
gaps remain. Black and Hispanic teenagers are far
more likely to leave school before graduating than
white youths; and poor youths, regardless of race or
ethric group, are three to four times more likely to
drop out than students from higher income families.
In 1985, only 56 percent of black and 53 percent of
white 18-to-21-year-olds from poor families had earned
a high school degree. Hispanics at all economic levels
are es pecially at risk for leaving school early, but the
dropout rate is only marginally higher for nonpoor
black youths than for nonpoor white youths?

Even as dropout rates have diminished, however, the
quality of education all young people currently receive
in secondary schools has become a major national
concern. In a nationwide opinion poll conducted for
Newsweek magazine by The Gallup Organization in the
spring of 1981, nearly half the respondents rated the
job that public schools are doing as poor or only fair,
and almost 70 percent called for more emphasis on
academic basics!® The National Commission on Excel-
lence in Education underscored this concern in its
report A Nation at Risk (1983), which warned drama-
tically that the educational foundations of American
society are presently being eroded by a rising tide of
mediocrity that threatens the very future of the nation
and its people!®

Educational reform, especially at the secondary
level, has become a top priority for politicians and
policy makers concerned about national competitive-
ness. In general, reforms have stressed increasing the
empbhasis on basic skills (reading, mathematics, and
the sciences), improving the quality of teaching, and
testing both teachers and students to determine their
levels of competence.

Many of the reform proposals also focus on the in- 11
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stitutional structure of American education. In gen-
eral, reformers agree that resources and authority
in educational institutions ought to be concentrated
at the point of service delivery—the classroom. That
view is consistent with institutional-reform models
currently prevalent throughout the public and private
economy. The roots of the models lie in the general
recognition that new information-based technologies
have increased the autonomy of employees at the point
of production and service delivery; the presumption
is that employees at the point of production or ser-
vice delivery have substantial control over efficiency,
quality, and innovation. The upshot is a reform model,
currently in vogue across all American institutions,
that—
® gives autonomy and resources to individuals and
teams at the point of production and point of sale;
¢ flatiens institutional hierarchies to improve vertical
integration; and
* maintains accountability by measuring the out-
comes of work rather than by managing work pro-
cesses.

The “accountability” issue has been the most dif-
ficult component of the model to embed in the delivery
of public services. Unbiased tests of service quality are
hard to come by. Moreover, the public sector has his-
torically been accountable only for providing access
to public services, not for guaranteeing their quality.
For instance, our legal system guarantees “due pro-
cess” but does not guarantee quality representation or
justice served. Similarly, our education system guaran-
tees a certain number of years of public education but
does not guarantee quality education. While it is im-
possible to guarantee justice in the legal system, it is
possible to improve accountability standards in other
public services, particularly education.

A third thread that shows up in the complex weave
of educational reform is general agreement that we
need to encourage more professionalism among
teachers, so that they can use the increased autonomy
they are likely to receive. Most proposals suggest
greater subject-matter expertise and a more defined
hierarchy in the teaching profession based on prepara-
tion and proven competence. Reformers tend to agree
that we need a structure that separates and utilizes
novice, journeyman, and master teachers in the same
way we develop and utilize labor in the craft occu-
pations. In addition, they agree that teaching is an
applied discipline much like the clinical practices

12 in medicine. As a result, they argue for more profes-
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sional development on the job or in simulated class-
room settings.

More than most professionals, teachers rely on
schooling rather than on applied learning on the job
for their qualifying preparation and upgrading. Only
four percent of teachers report any formal training at
the worksite to qualify for their jobs and only nine per-
cent report any formal upgrading on the job. By way
of comparison, professionals who receive formal train-
ing on the job to qualify at the entry level runs as high
as 40 percent of the work force among sales occupa-
tions, 15 percent among health occupations, 30 percent
among scientists, and 15 percent among engineers. Up-
grading on the job is also substantially higher in other
occupations. Almost a third of the nation’s managers.
engineers, and scientists, as well as a quarter of the na-
tion’s nurses, therapists, and pharmacists get some for-
mal upgrading on the job.20

Recommendation #1: To improve the quality of
American education, schools should give teachers the
autonomy and resources they need, provide profes-
sional development on the job, and measure the learn-
ing outcomes of their work.

Basic Workplace Sk'lls

Students need to learn two kinds of skills as they
prepare for work: basic skills that prepare them for
working life and specific skills that allow them to per-
form in particular occupations. Traditionally, basic
skills have included the three Rs—reading, writing,
and arithmetic. In recent years, however, employers
have demanded a broader array of skills of their
employees, as well as better preparation in the tradi-
tional academic basics, as a result of economic and
technical changes.?!

Technical changes on the job tend to change basic
skill requirements incrementally. Sometimes those
changes accumulate to the point of creating entirely
new occupations. In manufacturing, craft occupations,
such as machinist and tool-and-die maker, are evolv-
ing quickly into jobs for technicians and technologists.
The same has happened with the skill jobs of the
assembler, repair person, and materials handler. In
services, the secretary is evolving into the information
manager, and the bank teller is becoming the financial
services portfolio consultant.

Technology is the means to product diversification,
in order to keep pace with the development, design,
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production, and sale of changed and new products,
employees will need greater job-specific product
knowledge. Also, to perform successfully in this situa-
tion, employees must know how to learn. Recent diver-
sification has expanded skill requirements in the com-
munication and banking industries, for example. In the
communications industry, a basic line of voice instru-
ments has expanded into a myriad of systems for com-
municating data and imagery. In the banking industry,
the basic line of checking and savings products has
grown into an array of financial services.

New information technologies also make it possible
to customize products. Over the past decade, both
batch production in manufacturing and the customiza-
tion of services have advanced markedly. The ability
to tailor products and services requires the learning
and problem-solving skills that make employees adap-
table. And with customization comes the need for
customer relations: Employees at the point of produc-
tion and service delivery must know how to listen and
to articulate their thoughts clearly—to understand and
be understood. In addition to strong communication
skills, they need interpersonal and negotiation skills
to deal with customers’ complaints.

Changing economic and technical realities are alter-
ing institutional structures, and those new structures,
in turn, are changing basic skill requirements. Infor-
mation-based technologies are decentralizing institu-
tions and thereby increasing the autonomy and value
of employees at the point of production and service
delivery. At all organizational levels the roles of per-
sonnel have expanded, and with those broader roles
comes greater opportunity to have a positive or nega-
tive effect on efficiency, quality, and innovation.

In the new, decentralized institution, resources and
authority are available to lower-level employees. The
middle layers of management are gone, and the institu-
tional hierarchy is flattered; those changes reduce
the gap between people responsible for institutional
leadership, product development, and strategic deci-
sion-making and those responsible for production and
service delivery.

Employees in those new institutions need high levels
of basic skills. They must have personal management
skills to maintain self-esteem, set goals, and be
motivated. To participate as full members of auton-
omous working teams, they need high levels of inter-
personal, teamwork, negotiation, and organizational
skills—skills that enhance group effectiveness—as
well as leadership skills. To be effective in the organiza-
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tion, employees must understand how their personal
goals and objectives fit into the organization’s culture
and strategic goals. With this understanding, emplo-
yees can influence the organization to use and develop
their skills in a mutually productive way.

As economic and technological changes occur, the
new, flexible institution will continue to niodify and
rebuild itself. In turn, individuals will have to adapt
skills for new roles within it. But as it constantly
changes form, its commitment to individual employees
declines, so employees rely more on skill develop-
ment than on any one employer for job security and
career development. To take charge of their own work-
ing lives, employees need personal management and
career development skills.

A work force with sound basic skills will strengthen
its employer’s ability to compete. And for the indi-
vidual worker, basic skills are the keys to improving
opportunity and quality of life. Workers with good
basic skills find it easier to acquire sophisticated skills
that can give them better jobs and higher pay.

The relationship between basic skills and oppor-
tunity seerns to be strengthening over time. According
to Sum and Berlin, while inflation and declining pro-
ductivity reduced the earnings of all Americans be-
tween 1960 and 1984, the earnings of the least edu-
cated declined the most. During the last recessionary
period, high school dropouts experienced a staggering
40-percent decline in earnings, but the earnings of
workers with high school diplomas, some college ed-
ucation, and college degrees declined by 30 percent,
26 percent, and 11 percent, respectively. The difference
in earnings between high school graduates and drop-
outs increased from 30 percent to 60 percent.?

Available evidence also shows that, although em-
ployers do not fully reward employees for their basic
skills, there is some correlation between abilities and
rewards.?* When Sum and Berlin analyzed the earn-
ings of young workers who had taken the Armed
Forces Qualifying Test, they discovered large differ-
ences in earnings among people with the same num-
ber of years in school but different levels of basic skills.
Dropouts who had scored low on the test earned only
half as much as dropouts with higher scores. Among
high school graduates, males with the better basic
skills earn two-thirds more than dropouts and females
who scored low earned three times more than their
counterparts who scored low.

Deficiency in basic skills stands as the final barrier

to employment of the poor and disadvantaged. The 13




current scarcity of entry-level labor offers steady work

to those prepared for jobs. Basic skill deficiencies are

also among the principal causes of the social path-
ology that torments the poor. In a survey of disad-
vantaged 19-to-23-year-olds, Sum and Berlin found that
among economically disadvantaged youth with low
basic skills, 68 percent had been arrested, 85 percent
were unwed mothers, 79 percent were welfare depen-
dents, 85 percent were dropouts, and 72 percent were
unemployed.24

In conclusion, the requirements for basic skills have
increased dramatically in the modern workplace. The
old-time religion—reading, writing, and arithmetic—is
not enough. Modern labor markets require a broader
set of basic skills for employment security and success
on the job than did previous markets.

Recommendation #2: Institutions that prepare

Americans for work, especially the nation’s schools,

should provide basic preparation in the following skill

areas:?

* the foundation—knowing how to learn;

* academic competencies—reading, writing, and
computation;

* communication—listening and speaking;

* adaptability—creative thinking and problem
solving;

* personal management—self-esteem, goal-setting
and motivation, and personal and career
development;

* group effectiveness—interpersonal skills, negotia-
tion, and teamwork; and

* influence—organizational effectiveness and
leadership.

Applied Learning

Many education reformers are concerned not only
with what is taught in the schools, but also with how
the teaching is done. Current teaching methods are
passive: Students, working in isolation from one
another, are told what they need to know and are re-
warded for parroting what they have heard. Teachers
deliver information using theoretical or deductive for-
mats that bear little relationship to real-world contexts.

Such teaching methods contrast sharply with the
way people use knowledge and learn on the job. In
the workplace, employees are asked to engage actively
in their environments and are members of working
teams. Knowledge is useless without communication
skills to transfer it to others and interpersonal ski.is

14 to work with a team. Also, intellectual activity almost
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always occurs in conjunction with the use of tools of
one kind or another, and there are problems to be
solved rather than questions to be answered.

Employers have long been advocates of an applied
pedagogy. They argue that learning that occurs in
some functional context produces better students
as well as better employees. Learning in an applied
context forces students to integrate interdisciplinary
knowledge because the real world rarely fits into neat
academic categories. Applied learning also lends itself
to exercises that encourage the use of new knowledge
to solve preblems. Problem-solving exercises are amen-
able to group interactions, engaging individual stu-
dents’ cognitive, interpersonal, teamwork, and organi-
zational skills. Moreover, applied exercises, especially
if done in groups, allow individuals to clarify their own
values, gain a sense of their own identity and their im-
pact on others, and develop an appreciation for other
people’s values, abilities, and problem-solving styles.
Applied learniny is arguably a more effective pedagogy
than traditional classroom techniques because it en-
courages students’ involvement and retention of infor-
mation. Using knowledge forces a deeper understand-
ing than parroting knowledge. Also, learning delivered
in a context of interest to students stimulates their in-
terest. Learning that is used in a real-world context,
especially one that is encountered in the everyday life
of the students, is likely to be retained and used.

Recently, education researchers have begun to see
the disadvantages of current teaching methods.
Lauren Resnick, President of the American Education
Research Association, in her 1987 annual address to
education researchers, expressed her concern that
school tends to be “disconnected from real life”” She
concluded, “The evidence is growing that schooling
may not contribute in a direct and obvious way to per-
formance outside school. Schooling is coming to look
more isolated from the rest of what we do"?

Sylvia Scribner of the City University of New York
has done pioneering work in cognitive psychology sug-
gesting that learning by doing and learning through
isolated mental activity are equally powerful learning
modes, regardless of the subject matter. According to
Scribner:

"Execution has 1ts mental as well as manual components,
and . mental and motor processes may substitute for each

other. We might say that in certain circumstances, operations
of the head and of the hand are functionally equivalent.’?”

The National Assessment of Educational Progress,
in its assessment of the performance of young Amer-
icans, found that young people have difficulty using
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what they know. In an assessment of reading abilities,
for example, the researchers con:luded, “Evidently,
the printed word usually can be decoded, but the in-
formation obtained is not processed correctly to solve
problems.*28 Similarly, in their assessment of mathe-
matical abilities, the research team concluded—

“Students who =njoy mathematics and perceive its relevance
to everyday life tend to have higher proficiency Most
[students] perceive that the subject 1s composed mostly of
rule memorization and expect to have little use for
mathematical skills in their future lives!’2?

“Mathematics instruction continues to be dominated by
teacher explanations. More innovative forms of instruc-
tion—such as projects involving small group activities,
laboratory work, and special projects-—remain
disappointingly rare.’3¢

Recommendation #3: Insofar as possible, education
should be delivered in an applied context. More
specifically—

* learning and performance evaluation should be
focused on groups as well as individuals; and

® pure reasoning should be deemphasized in favor of
learning experiences that imitate real-world situa-
tions and involve physically manipulating objects
and tools.

The Value of Work Experience

At least one-third of all high school students hcld year-
round part-time jobs. Two-thirds of high scho l stu-
dents work some time during the year. Further, the
propor.ion of students who work is on the ris.:. Six-
teen-year-old males are five times as likely to be - vork-
ing today as they were in the 1940s. Sixteen-year-old
females are 16 times as likely to be working as .heir
pre-World War II counterparts.3! It is no wonder that
amajor question facing school reformers at the secon-
dary level is the relative value of academic and applied
learning. Much of the debate over school reform has
centered on the need to increase the quantity of aca-
demic learning in the classroom. The National Com-
mission on Excellence in Education, the Carnegie
Commission, and other prestigious bodies have all
recommended strengthening classroom teaching, in-
creasing academic study loads, lengthening the school
day, and requiring more homework. The more applied
versions of public education, especially vocational
education, are consistently criticized for their lack of
academic content.

has received mixed reviews.3? That is not surprising.
Who would suppose that experience in low-end jobs
that have little to do with career goals would encour-
age learning in school or develop good ‘work habits?
On the other hand, work that is structured as a learn-
ing experience and integrated into a comp! mentary
academic program at school would increase both
learning and self-esteem substantially. First, such pro-
grams would reduce the isolation of academic and
vocational students from the real world. It may have
been necessary to warehouse the oversized baby boom
in the schools during the 1970s, but it is neither ad-
visable nor necessary to do the same with the current,
smaller population. Second, as already explained,
applied learning is good pedagogy. It allows students
tolearn at their own pace. Also, they quickly learn ap-
propriate dress, punctuality, reliability, and other work
skills from their fellow employees. They are motivated
to learn on the job because increased proficiency
brings immediate rewards, in terms of achievement,
status, and earnings. Finally, many young people need
to earn and learn at the same time to support them-
selves and fulfill their family responsibilities.

Programs that mix academic and workplace learn-
ing are more characteristic of European educational
systems than the American system (see last section in
Part I). There are exceptions in the American system,
however, including a crazy quilt of internships and
work-study programs. About 10 percent of vocational
students and about 2.5 percent of ail students are
involved in cooperative education arrangements.® In
contrast to vocational education, which teaches occu-
pational skills in a classroom setting, cooperative
education offers a combination of classroom instruc-
tion and paid or unpaid work experience. Cooperative
studies are designed to fit the occupational interests
of students as closely as possible, although most fre-
quently the work is in fields related to wholesale or
retail trade.

These kinds of programs are often criticized because
they track students into occupations and income strata
that limit opportunity. Yet the mix of academic and ap-
plied learning could be structured carefully to allow
for upward mobility and easy transitions between the
workplace and academic settings. For instance, a stu-
dent could spend two days each week in school and
three days in the workplace learning to become a pre-
cision production worker. Subsequently, work experi-
ence and on-the-job training could qualify that person
for a technician training program at a junior college.

Later, the same worker could enroll in a manufactur- 13
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ing engineering program in a four-year school after
demonstrating knowledge gained on the job.

Whether or not the education system can be rebuilt
to provide alternative academic and applied learning
tracks leading to accredited learning, it is clear that
young people will continue to combine schooling and
work. Educators and employers should, at least, en-
sure that work provides some developmental benefits
and, at best, carefully integrate the two kinds of learn-
ing experiences.

Recommendation #4: Schools, parents, and
employers should work together to provide students
opportunities to earn and learn at the same time by
participating in work experiences that are carefully
selected and structured to complement academic pro-
grams. A student work experience experimentation
and demonstration project should be established by
an act modeled on the Youth Employment and Dem-
onstration Project Act (YEDPA) of 1977. The act would
authorize research, evaluation, and demonstration
activities to increase understanding of work exper-
ience while students are in school and improve current
practices.’*

The Economic Payoff of Schooling

One of the problematic issues in educational reform
efforts concerns the difficulty of motivating young peo-
ple to study and to learn. Some critics of proposals to
toughen educational requirements have suggested that
one result of strict requirements will be to increase
dropout rates among marginal students. Despite the
public perception that doing well in high school will
result in higher-paying jobs, and despite employers’
statements that solid basic skills and good work habits
are important to them, recent research indicates that
the reality is quite different. Many people argue that,
in fact, the labor market as it presently operates does
not reward workers who have good basic skills with
higher wages than other workers.

In two provocative and well-researched papers,
Bishop examined the evidence gathered by economists
and industrial psychologists on the relationship be-
tween productivity and basic skills. He found that “in a
variety of jobs, basic skills are indeed very important
to productivity, and the effect comes primarily from
the contribution of basic skills to quick acquisition of
job-specific skills.’3* High academic achievers tend to

16 learn new job tasks more quickly and to be more pro-
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ductive in all jobs than low academic achievers, but the
effect is especially large in jobs that demand high in-
tellectual skills. In entry-level jobs that have a large
proportion of recent high school graduates—clerical
and semiskilled blue-collar jobs—there are also high
correlations between academic achievement and basic
skills. In clerical jobs, for example, employees who
scored 510 or higher on both the math and the verbal
parts of the Scholastic Aptitude Test (SAT) made a 15
to 20 percent greater contribution to output at their
firm than employees scoring below 400.3

Nevertheless, Bishop made the equally important
finding that employers do not reward high academic
achievers with high wage rates. Indeed, a 110-point in-
crease on both the math and the verbal parts of the
SAT “does not result in higher wage rates immediately
after graduation and increases the earnings of high
school graduates 10 to 30 years after graduation by less
than 10 percent.’?’

There are two significant reasons for that finding.
First, wage rates are typically determined by the type
of job and not an individual’s productivity on the job.
Second, most employers rely on unstructured job in-
terviews to hire for entry-level positions. Court deci-
sions involving equal employment opportunity and the
reluctance of school personnel to make confidential
recommendations or to release high school records
make it difficult for employers to acquire specific in-
formation about applicants’ skill levels. Thus, unless
high academic achievers are able to indicate by their
general deportment, responses to interview que«tions,
or other external clues (such as neatness of dress)
that they have higher-than-average basic skills, em-
ployers will give them no immediate reward for their
achievements,

Bishop concluded that working hard and achieving
in school benefit the employer more than the student
and that “employers are contributing unwittingly to
the basic skills deficits that they complain about by not
screening job applicants carefully for basic skills and
then offering better jobs to those who have a solid
foundation in basic skills.’3®

Bishop and others assert that the fundamental prob-
lem is that learning has insufficient standing in the
American workplace. Until academic performance
matters more in hiring decisions, students will have
little economic incentive to stay in school or do well
in their classes. The emerging shortage of 16-to-24-year-
olds may be an opportunity to strengthen the relation-
ship between hiring and educational achievement.
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School records could become an important sorting
device for employers faced with a declining quantity
and quality of entry-level job applicants, if the schools
develop curricula and accountability measures that
will give employers confidence in the relevance of
schooling to the job.

Recommendation #5: American employers should
work with the schools to help develop curricula that
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are relevant to job performance and should weigh
educational achievement more heavily in the hiring
process than they do now.

Recommendation #6: The nation's educators need
to provide employers with records that assess
academic performance and behavioral attributes of
students.

Entry-Level Job Training
Outside the Workplace

nly 55 percent of Americans

receive education and train-

ing that prepare them for a

specific job, although the
frequency of qualifying training varies by occupation
(see Table 1). Roughly two-thirds to three-quarters of
all professionals, tecknicians, managers, and high-tech
manufacturing and craft workers get some kind of ed-
ucation or on-the-job training for their jobs. Slightly
better than half of the employees in clerical and extrac-
tive jobs get any preparation for their jobs. Just over
a third of machine operat-rs, transportation workers,
service workers, and sales workers have qualifying
training, as do 18 percent of laborers.

Most Americans learn what they need to know to get
their jobs through a mix of schooling and employer-
provided learning. Apprenticeship, the military, and
other institutions also play an important role in pro-
viding training to help Americans qualify for specific
jobs. As Table 1 shows, professionals, technicians,
managers, and management-support specialists get a
substantial share of their preparation for work from
school. The workplace is the primary venue for quali-
fying training in the remainder of the work force. This
section discusses each of the major providers o:her
than employers and provides recommendations for im-
proving the quality and frequency of job-related educa-
tion and training outside the workplace.

Job Training in High Schools

As stated previously, the United States is good at
preparing white-collar and technical professionais.
American engineers, scientists, professionals, and
managers are second to none. The elementary and
secondary schools and the majority of postsecondary
educational resources are geared to the educational
needs of these groups. All too often, however, that
concentration on academic elites leads to ignoring
students who are not college-bound. Ultimately, those
are the students who will become skilled technicians,
clerical workers, machine operators, and service
workers. In most cases, they will be the people who
will make the products and deliver the services. As
alr=ady explained, they a.e increasingly important in
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the workplace for developing efficiencies, making
quality improvements, developing new applications,
tailoring products and services to specific customers’
needs, and maintaining the quality of customer con-
tact. In short, these nonsupervisory employees are in-
creasingly important to the competitiveness of indi-
vidual employers and the nation as a whole. Yet they
get the least educational preparation and, as a result,
have the fewest opportunities. The quality of education
available to general and vocational education students,
who make up about 61 percent of the high school stu-
dent population, is a particular concern among educa-
tion reformers.

In The Neglected Majority, Dale Parnell, President
and Chief Executive Officer of the American Assccia-

tion of Community and Junior Colleges, addressed the 17
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TABLE 1
L]
SOURCES OF QUALIFYING TRAINING
(PERCENTAGE OF OCCUPATIONAL GROUP)

Total with
Occupational Qualifying From Employer-Based
Group Training School Formal Informal

All employees 55 29 10 26
Professionals 93 82 9 22
Technicians 85 58 14 32
Management-

support

specialists 77 52 38
General

managers A 43 39
Craft workers 66 1 44
High-tech

manufacturing

workers 61 17 38
Clerical

workers 57 31
Extractive

workers 56 48
Sales workers 43 28
Machine

operators 37 26
Service

workers 36 18
Transportation

workers 36 26
Laborers 18 13

Note' For some occupational groups, the percentages
add up to more than the total because some employees
received training from more than one kind of source
Source Carey, Max. Bureau of Labor Statistics, U.S

Department of Labor, How Workers Get Their Training
(Washington, DC: U.S. Government Printing Office, 1985)

issue of quality and relevance of today s high school
instruction for the average noncollege-bound student,
who as an adult worker will be called upon to provide
the middle range of technical skills. Parnell challenged
educators to consider how the ordinary student can ex-
perience excellence in his or her high school education.
He noted that most high schools have a system—some-

students into academic (college-bound), vocational,
and general paths. Although the general track was
once small, by 1981 it had become the chosen path of
42 percent of all students; 36 percent of the students
were on the acaaemic track; and 19 percent on the
vocational track.

General students typically receive a combination
of general, remedial, and personal or hobby courses
(“potluck in the schoolhouse™), and although 15 per-
cent of their school credits are i1: vocational education
courses, generally these courses are not concenirated
in a particular trade or occupation. Nearly half of all
general students’ credits are in physical education, arts
and crafts, home economics, and work experience.
With such an unfocused and generalized curriculum,
it is not surprising that 63 percent of high school drop-
outs come from the general education track, compared
with only six percent from the academic track and 29
percent from the vocational program.

Parnell argued strongly for developing a “careers
education” (not to be confused with vocational or
career education) that combines academic, vocational,
and general studies into a comprehensive program to
help the student develop all the competencies neces-
sary to fulfill the roles of learner, wazse earner, citizen,
consumer, family member, leisure-time pursuer, and
individual. Such a program would prepare the student
for continuing training and education.

More specifically, Parnell suggested a curriculum
system offering three majors: a college preparatory
major for students who will later pursue a baccalau-
reate degree; a technical preparation major for stu-
dents who will later pursue an associate degree; and
a vocational cluster major for students who will enter
the work force after graduation.

All three majors would include a common core of
learning, including communication skills, social
sciences, mathematics, the physical and biological
sciences (tailored for ea~h major), and physical educa-
tion.*0

According to the Bureau of Labor Statistics, about
five percent of American workers in 1985 had received
some or all of their qualifying training from high
school vocational education. Table 2 shows that high
school vocational education is an important source of
training for some kinds of workers, but not others.
More than a third of the nation’s secretaries and
typists and a quarter of the people in drafting jobs
reported taking vocational courses in high school to

18 times acknowledged, sometimes not—that “tracks” prepare for their jobs.
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TABLE 2
L]
SOURCES OF VOCATIONAL TRAINING
(PERCENTAGE OF OCCUPATIONAL GROUP)

Occupational High Postsecondary Vocational School y,nior College or
Group School Public Private Techr:ical Institute College

Hairdressers and

cosmetologists 70 108 450 123 00
Secretanes 351 38 61 14.1 71
Typists 361 28 24 74 00
Registered nurses 00 34 140 289 454
Licensed practical

1urses 00 245 125 337 00
Real estate

salespersons 00 51 11 233 00
Barbers 00 157 308 00 00
Radiologic

technicians 00 00 186 390 00
Electricians 93 59 33 82 00
Computer

operators 114 00 40 148 00
Computer

programmers 00 37 00 185 396
Electronic

technicians 00 00 87 253 00
Drafters 249 64 00 220 00
Automobile

mechanics 128 42 31 70 00
Source. Carey, Max. Bureau of Labor Statistics. US Department of Labor, How Workers Get Their Training (Washington, DC-
U.S. Government Printing Office, 1985).

Although high sche.} vocatiunal programs are de-
signed to help ease the irausition froia school to work,
one review of research on the outcomes of these pro-
grams, prepared for the National Commission for Ed-
ucation Policy (NCEP) in 1979, found no evidence that
males who enroll in vocational training programs do
better in the labor market or are less likely to drop out
of high school than other male students enrolled in a
general curriculum. The labor-market experience of
young black men following vocational training was
found to be particularly poor. In contrast, female stu-
dents enrolled in business and office courses during
high school were more likely to graduate and find
secure jobs than female students in the general cur-
riculum, although this advantage disappeared within
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10 vears after graduation.*!

More recently, however, Bishop found that high
school vocational training does have positive impacts
on wages, hours, and earnings immediately after gra-
duation for noncollege-bound students. Those students
are also more likely to find jobs with employers who
offer a relatively large amount of on-the-job training.
The effect is especially positive among young men who
have earned As and Bs in their vocational courses.

Interestingly, Bishop alsu found that noncollege-
bound students who have taken more than the average
number of general academic courses but no vocational
courses attain lower wage rates and earnings than vo-
cational students in the two years after graduating

from high school. Substituting vocational coursework 19
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for nonacademic courses does not lower scores on
tests of basic skills. In fact, a business, office, or sales
curriculum seems to improve verbal test scores for
both sexes. Males who study a technical curriculum
raise their occupational aspirations and their math
performance. On the other hand, substituting voca-
tional education courses for math and science col-
lege-preparatory classes has a negative effect on career
aspirations, deportment, and improvements in basic
skills. The implication of Bishop’s findings is that voca-
tional courses are useful to noncollege-bound youth so
long as they do not substitute for solid preparation in
math and the sciences.

One of Bishop’s important recommendations is that
students who are not planning to go on to college and
areenrolled in a vocational education curriculum be
encouraged to take courses that will give them a solid
grounding in basic skills and college-preparatory math
and science courses. That approach would help non-
college-bound students keep their options open and
increase their levels of educational achievement.*?
Bishop’s recommendation echoes Parnell’s concern for
the development of a comprehensive, structured high
school curriculum that will provide the basis for a
young worker to gain a firm footing in the workplace
or move on into advanced training.

Recommendation #7: The 43 percent of American
high school students who are tracked into the watered-
down general curriculum and the 19 percent who are
in vocational courses should have a new curriculum
that mixes solid academic basics and applied learning.

Recommendation #8: The high school vocational
system should strengthen the occupational prepara-
tion it provides, but not in narrow or dead-end job
categories. Instead, students should be given prepara-
tion leading to further education or training in
postsecondary institutions or by employers.

Recommendation #9: High school vocational educa-
tion should include a mix of campus learning and
carefully structured applied learning in the workplace
to accommodate different learning styles and to allow
students to learn and earn at the same time.

Noncollegiate Vocational, Trade, and
Business Schools

Vocational, trade, and business schools offer training
in skilled and semiskilled occupations, including such

20 fields as cosmetology, hair dressing, health-support
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services, truck driving, design, business, computers,
and flight. Although enrollments in these schools have
been increasing generally, the largest growth has oc-
curred in private schools.s The Bureau of Labor Sta-
tistics reports that in 1985 private vocational schools
were training more than two million people—2.2 per-
cent of all workers—while their public counterparts
were training about 1.5 million employees—1.6 percent
of all workers—to qualify for their jobs.* Licensing re-
quirements for public and private schools of this kind
vary among the states, and the quality of the training
is uneven.

Some studies have pointed to higher rates of pay for
both men and women who have taken postsecondary
vocational training than for those who have not, re-
gardless of whether they are high school dropouts or
graduates.*S A study of five kinds of postsecondary
training found that training in a business college or
technical institute had a positive effect on occupational
mobility for blacks, but not for whites. Other kinds of
postsecondary vocational education examined in the
study appeared to have no significant effect on ad-
vancement.* As in most other forms of training, the
quality of the training is the most important factor
affecting placement and success on the job.

Community, Technical, and
Junior Colleges

Community, technical, and junior colleges have
become an increasingly important source of occu-
pational training in communities across the United
States. According to the Bureau of Labor Statistics,
such schools provided qualifying training for about
five million American workers in 1985—about five per-
cent of the total work force. Other than colleges and
universities, the junior colleges and technical institutes
are the largest job-training system within the nation’s
school system.

In 1933-34, there were only 532 two-year colleges na-
tionwide, with an enrollment of just over 110,000; in
1983-84, the number of two-year institutions had risen
to 1,219, and full-year enrollments to nearly five mil-
lion. About 55 percent of all college freshmen that year
enrolled in community, technical, and junior .olleges.
Counting the estimated 4.5 million noncredit enrollees,
total enrollments in junior colleges and other public
and private two-year institutions reached nearly 10




million in 1983-84. Reflecting the attraction of com-
munity colleges to adult learners, the average age
of the student body was 29.47 An estimate from the
National Center for Education Statistics indicates that
total revenues for two-year colleges in FY 1988 will
reach $13.9 million, serving an estimated 4.7 million
enrollees for the 1987-88 school year.**

The appeal of these institutions to adult learners
derives from a variety of factors, including affordable
tuition and fees, liberal admissions policies, accessi-
bility (courses are frequently offered on-site at busi-
nesses, union halls, and other off-campus areas), a
wide range of course offerings, and flexibility of class
scheduling (most schools are open from early morn-
g to late evening).*? Flexible scheduling is espec-
ially important because, as one study of these schools
found, almost 75 percenut of the male students and
more than 50 percent of the female students (both full-
time and part-time) were employed while attending
classes.®® F~rall these reasons, people seeking retrain-
ing or upaating of their career skills, as well as peo-
ple seeking to enter or reenter the labor market, find
communiry and junior colleges an attractive source of
training.

The Military

Military training accounts for the largest share of
the government’s training expenditures. In FY 1989,
$17.6 billion was appropriated to provide 249,168 man-
years uf training to people in all service branches. The
instruction offered included basic recruit training,
as well as more specialized skill training, flight train-
ing, officer preparation (Reserve Officer Training
Corps, military academies, Officer Candidate School,
etc.), medical training, professional development, and
reserve training.3!

According to the Bureau of Labor Statistics, in 1985
the military helped 1.9 million workers, or about two
percent of all American workers, qualify for a civilian
job. These people were highly concentrated in specific
occupations. The military trained almost half the na-
tion's aircraft-engine mechanics, 22 p~rcent of the
nation’s data-processing equipment repairers, 21 per-
cent of the nation’s electronic, communications, and
industrial-equipment repairers, 17 percent of the na-
tion's electronic technicians, and 12 percent of the
nation’s electricians.

In addition to the basic and specialized training
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offered by the military, each service branch has devel-
oped cooperative arrangements with civilian schools
to enable service personnel to earn high school
diplomas or work toward college degrees. Several
credit-by-examination and correspondence programs
are also offered. Finally, the Army, Navy, and Marine
Corps have developed programs that enable enrollees
to receive credit for their service experience in civil-
ian apprenticeship programs. Approximately 50,000
soldiers, sailors, and marines are currently registered
in these military apprenticeship programs, which offer
training in 80 occupations.’?

The postsecondary occupational education system
outside the f.uryear schools has two glaring weak-
nesses. First, it is highly decentralized, which encour-
ages wide variation in the quality of education offered
to students. Second, it provides training to relatively
small proportions of workers in most of the noncolle-
giate occupations. Decentralization of occupational
education encourages competition and accessibility,
but it would be advisable for national institutions to
do research and development on curriculum and de-
livery; to collect, evaluate, and disseminate best prac-
tices; and to develop performance standards for indi-
vidual occupations. That kind of national effort would
allow the various providers of occupational education
to have access to state-of-the-art practices, would en-
courage integration of the cr~zy quilt of programs
available, and, by improving the quality of ptograms,
would increase participation.

Any number of national institutions could take on
those functions. The current providers, including post-
secondary vocational schools, junior colleges and
technical institutes, and the military, ali have national
associations that can help. Industry associations, oc-
cupational associations, and labor unions also provide
institutional expertise and access to employer insti-
tutions and individuals in specific occupational
groupings.

Recommendation #10: Federal and state govern-
ments should encourage improved quality in occupa-
tional education and training by providing matching
grants to promote—
¢ the development of curriculums that mix academic

and applied learning delivered in both the classroom

and work settings;

* research and development on curriculum and
delivery of training in particular occupations;

* the collection, evaluation, and dissemination of best

practices in training for specific occupations; and 21




¢ the development of performance standards for in-
dividual occupations.

The institutions receiving these grants should be
trade and professional associations, unions, schools,
or other institutions that—

* represent members of occupations;

* provide training in occupations; or

* represent industries with a concentration of
employees from particular occupations.

Four-Year Colleges and Universities

Colleges and universities have had enrollments of
over seven million annually since 1975, rising to
around 7.8 million in 1987. The number of earned bac-
calaureate degrees more than doubled from 1950 to
1980. About a million baccalaureate degrees are now
earned annually.5

Four:year colleges and universities, which cost about
$92.5 billion in the 1984-85 school year,** provide more
qualifying training than any other kind of school. In
fact, they help more people qualify for their jobs than
all other schools put together. As is apparent in Table
3, four-year schools in particular play an important
role in preparing white-collar and technical elites.

TABLE 3

F REQUENCY OF QUALIFYING TRAINING
IN COLLEGES AND UNIVERSITIES BY
OCCUPATIONAL GROUP

TRAINING AMERICA

Occupational Group Percentage of Group

Physicians 928
Teachers 927
Lawyers 906
Pharmacists 885
Bookkeepers 845
Administrators 736
Clergy 726

Source: Carey, Max. Bureau of Labor Statistics, U S.
Department of Labor, How Workers Get Their Training
(Washington, DC. U.S. Government Printing Office, 1985).

Although a college education has long been accepted
as a means to good jobs and high earnings over a life-
time, evidence siiggests that the wages of new workers
who are college-educated have been falling relative to
the wages of less well-educated job entrants and that
the rate of return to be expected from an investment
in higher education is, therefore, declining. The growth
in size of the college-educated popilation has been
suggested as a principal factor in that decline.s

The increasing number of college enrollments re-
flect not only the large number of young people of
college age, but also an increased rate of college atten-
dance. In attendance, older people are now more likely
to attend college than they used to be. Between 1972
and 1976, the proportion of college students aged 25
and older rose from 28 to 33 percent. In 1986, 40 per-
cent of total college enrollments nationwide were
students age 25 or older. Much of the increase is attri-
butable to the growing number of women over 35 who
are enrolling in college. Their number climbed from
418,000in 1972 to 1,197,000 ir: 1986, nearly a three-fold
increase. Enrollments for all persons aged 25 and over
roughly doubled during that same period.5

Although colleges and universities have long been
involved in educating adults through continuing
education and extension departments, the shift to an
older student population has led to (or perhaps been
partially caused by) the development of new options
to accommodate older students’ needs. Admissions re-
quirements and formal entry qualifications have been
eased; classes are scheduled at times and places con-
venient 10 working adults; the media are used to trans-
mit course material; and independent study is encour-
aged. A few colleges and universities also provide
credit for nontraditional learning experiences in
various externa. degree programs. As the United
States’ population continues to age in the next decades,
colleges and universities will undoubtedly face an even
greater challenge in adapting to the needs and expec-
tations of an older clientele.”

Occupational data supplied by the Bureau of Labor
Statistics show that a growing proportion of jobs in tne
United States will require college and university
degrees.* The major impediment to attending college,
however, is that as more and more Americans go to col-
lege, the competitive advantage of a college degree
declines, even while the cost of going to college s in-
creasing astronomically. To deal with that problem, the
nation needs a mix of strategies, including increased
subsidies and loans for college students and encour-
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agement of cost-effective and flexible educational pro-

grams in colleges and universities.
Recommendation #11: Public subsidies and loans

for college students should be expanded.
Recommendation #12: Colleges and universities

should be encouraged to—

¢ experiment with less expensive ar.d more flexible
learning formats;

¢ provide more applied curricula in academic subject
areas; and

¢ integrate course offerings with learning experiences
in other educational institutions, especially non-
collegiate schools, as well as the home and the
workplace.

Apprenticeship

Formal apprenticeship programs, which are now avail-
able in some 805 trades, include both classroom in-
struction (a recommended minimum of 144 hours a
year) and hands-on iearning (a minimum of 2,000
hours, or one year, of on-the-job training). Under the
National Apprentice<hip (Fitzgerald) Act of 1937, and
implementing regulations Title 29 CFR Parts 29 and
30, apprenticeship program sponsors determine their
own requirements and administer their own training
programs within the framework of basic standards
laid down by State Apprenticeship Councils in 27
states or the U.S. Department of Labor, Bureau of
Apprenticeship and Training in 23 states. If appren-
ticeship programs meet these standards they are
“registered,” and people who successfully complete
those programs receive certificates of completion that
recognize them as skilled craft workers.>®

The competition to be selected for apprentice em-
ployment is often intense. The recruiting and selection
process for such programs are usually open for only
a few weeks each year, and the number of openings is
limited in each occupation. Application to an appren-
ticeship program generally requires a high school di-
ploma or it equivalent, and may require an aptitude
test and an oral interview. While formalized efforts to
lower perceived barriers to training for women and mi-
norities, which began in the 1970s, have helped to in-
crease the proportion of enrollees who are minorities
to 20 percent and who are women to about 8 percent,
workforce parity remains an unrealized goal for most
program sponsors.

For successful applicants, training periods range
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from one to six years in length, depending upon the
degree of skill involved, with most trades requiring
three to four years of instruction. While they train on
the job, apprentices are paid at progressive wage rates,
usually starting at about half the journeyworker rate
and climbing up to 95 percent of full pay near the end
of the apprenticeship period. Those who complete the
entire program are usually among the highest-paid
skilled workers.

Related technical instruction may be given in local
vocational schools and junior colleges, and in some
cases through home-study courses. The Carl D. Perkins
Vocational Education Act of 1984 contains 15 refer-
ences to apprenticeship and among other relevant pro-
visions provides for the US. Secretary of Education to
make grants to states to be used in accordance with
state plans for related instruction for apprentices.
Grant funds may be used for curriculum development,
acquisition of instructional equipment and materials,
personnel training, and additional services and activ-
ities. State plans must provide assurances that federal
funds will be used to supplement (not replace) the
amount of state and local funds that would be made
available for the use specified in the state plan.

Data provided by the Bureau of Apprenticeship and
Training in the U.S. Department of Labor indicate that
there were 335,508 registered apprentices receiving
training in 1988, an increase of 14,535 over the previous
calendar year. More than 38,000 apprentices com-
pleted required training, while 95,550 were newly in-
dentured (i.e, fermally accepted as apprentices). As of
September 30, 1988, slightly more than 50 percent of
the registered apprentices in the country were in con-
struction industry building trades. Carpenters, electri-
cians, and the pipe trades contained almost 30 percent
of all registered apprentices.

The future of apprenticeship is unclear.® In concept,
it is an ideal learning system in that it mixes applied
and academic learning. It also focuses on the portion
of the high school graduating class that currently
tends to receive insufficient training. Moreover, as dis-
cussed previously, employers increasingly need non-
college personnel with both better basic and job-
related skills. And yet, despite its apparent strengths,
the apprenticeship system has failed to expand as the
less applied parts of the postsecondary learning
system, especially junior colleges, technical institutes,
and private vocational schools have expanded. The
usual explanation of that failure points toward the
following weaknesses:
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® The current apprenticeship system is not flexible,
Learning is based on rigid time requirements and
not on the achievement of specific competencies.
Federal, state, and industry regulations inhibit flex-
ibility in restructuring curricula and apprenticeable
occupations. The current inflexibility discourages
employers’ interest in expanding apprenticeship.

¢ The currentapprenticeship system is isolated from
the rest of the nation's education and training in-
stitutions. This isolation is a lost opportunity at a
time when academic preparaiion in the postsecond-
ary noncoliegiate institutions would benefit greatly
from a stronger grounding in applied workplace
learning.

* The current apprenticeship sys:em is too narrow. It
is concentrated in traditiona! blue-collar occupa-
tions with relatively long-term training require-
ments. Apprenticeship has not expanded to include
occupations requiring short training periods, nor
has it expanded to include white-collar occupations,
in either the industry or service sectors.

* The current apprenticeship curriculum has not ad-
justed to requirements for retraining after the initial
apprenticeship has concluded. As a result, the sys-

tem prepares apprentices to qualify but offers little

formal upgrading.

Recommendation #13: Apprenticeships should be
more flexible, that is, based more on competency than
on time, and less isolated. The system should use a
broader array of partners outside the workplace, in-
cluding education and training institutions as well as
trade and professional associations. In addition, the
concept of apprenticeship needs to be extended to as
many collegiate and noncollegiate occupations as pos-
sible without creating unnecessary certification pro-
cedures and red tape. Apprenticeship programs should
be developed for—

* occupations that require less education and train-
ing than given in traditional apprenticeship pro-
grams (for example, many of the occupations now
credentialed by two-year colleges, technical institu-
tions, and private vocational schools);

* the growing number of technician jobs that require
more extensive education and training than pro-
vided by the current apprenticeship system; and

* professional occupations in areas that would benefit
from a stronger focus on applied learning, such as
teaching, piloting, and engineering.

Foreign Experience With the Transition From
School to Work

he American approach to the
transition from school to
work undoubtedly seems
unbearably haphazard to

most Western Europeans, especially citizens of
German-speaking countries, where the appren-
ticeship system is a vital part of the employment
system.®! In West Germany, for example, half of all
15-to-18-year-olds enter apprenticeship training after
completion of their compulsory schooling, as do
about a third of all noncollege-bound youth in
Austria and Switzerland.

Youth employment is a serious concern in Weste n
Europe, as well as in Canada, Australia, and Japan, an 1

24 these nations have developed specific policies and pro-

grams designed to smooth the way of young people in-
to the labor market. Some examples follow.

Australia

The Office of Youth Affairs, which is now part of the
Department of the Prime Minister and Cabinet, was
established in 1977 to coordinate the commonwealth’s
policies and programs affecting youth. It has begun a
three-year program to improve the quality, relevance,
and coordinadion of youth services.

Australia spent about $11.4 billion cn education in
1983-84. Much as in the United States, the govern-
ments of the six Australian states and the Northern
Territory are responsible for administration and most

o
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funding for primary schools, secondary schools, and

technical colleges. The national government takes

direct responsibility for education in the Australian

Capital Territory and a few external territories and

funds all universities and colleges of advanced

education.

Youths between the ages of 6 and 15 are required to
attend school. In 1981, over 90 percent of students
remained in school until the age of 16 and 42 percent
until the age of 18. About 41 percent of all 18-year-
old students in 1983 went on to higher education, for
which there are no fees charged. Three types of post-
secondary education are available:

* Colleges of technical and further education (TAFEs)
offer a wide range of vocational and nonvocational
courses in particular job skills and general
preemployment training.

* Colleges of advanced education offer less theoretical
courses than universities and encourage part-time
study by working students, who may also alternate
periods of full-time study with full-time
employment.

® Universities offer the usual academic courses.

As in Germany, private industry, through the ap-
prenticeship system, has the major responsibility for
developing skilled workers. Apprentices receive a com-
bination of on-the-job training and classroom instruc-
tion, often provided by the TAFEs. Forty percent of
males complete their formal education and enter ap-
prenticeships, which last about four years and are con-
centrated in seven trade groups (about 70 percent in
building, electrical, and metal skills). Few females
enter apprenticeships, but most of those who do learn
hairdressit.g skills. Nontrades employment training is
also provided through the Australian Traineeship Sys-
tem, which is administered and funded by the com-
monwealth and state and territory governments and
planned in consultation with industry, unions, youth,
the education sector, and training providers.

Vocational guidance and counseling is provided by
the schools and by the Commonwealth Employment
Service, which s also responsible for about 20 percent
of all job placements in Australia. About half of the
schools have “work experience” programs for stu-
deats, ranging from community service projects to job
observation and short-term, usually unpaid, on-the-job
training projects. There are also a number of govern-
ment-sponsored transition programs that pay partici-
pants to attend basic literacy and preemployment
courses at TAFEs, although participation rates have
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been fairly low. Wage-subsidy schemes are also
available to employers who agree to hire disadvan-
taged, unemployed youths. Other programs offer fi-
nancial assistance to students who enroll in special
vocational courses and unemployment benefits to
teenagers, who are not required to have held a job to
qualify. Finally, the commonwealth spends about $1.42
million annually on a Community Employment Pro-
gram to provide temporary jobs for disadvantaged
people, including women, aboriginals, members of
ethnic groups, the mentally and physically handi-
capped, and youths from isolated areas.

Great Britain

Youth unemployment is a major problem for Great
Britain, where one quarter of all youths under the age
of 25 were unemployed in 1983. To combat the prob-
lem, the government has proposed improving edu-
cation, promoting technical training in secondary
schools and colleges, and reforming vocational ed-
ucation qualifications. In 1983, Great Britain est»-
blished the Manpower Services Commission’s Youth
Training Scheme.

British education is free and compulsory to the age
of 16; local education authorities are responsible for
providing it. Comprehensive schools serve 90 percent
of all students at that level, and the other 10 percent
attend “‘grammar”’ schools after successfully com-
pleting an examil ation at age 11. Students take exams
after completing school at age 16, and another exam
leads to a certificate of prevocational education for
students wishing to continue in full-time education
for another year to prepare for work or for vocational
courses.

Higher education is provided through university,
polytechnic, and college training. As of 1984, only 13
percent of all 18-year-olds entered full-time postsecon-
dary education. Colleges also offer nonadvanced
courses for students who wish to combinc part-time
education with work.

Although employers provide .nost training in Great
Britain, the government has become involved in var-
ious employment and training programs, enrolling
nearly 700,000 people in 1984-85. The well-known
Youth Training Scheme guarantees a full year of vcca-
tional training to every 16-year-old whc cannot find a
job after leaving school. Trainees receive a combina-
tion of work experience and classroom instruction,
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plus a weekly subsistence allowance. About one mil-
lion young pe=ople have participated in the program
since 1983.

Other government programs developed to help the
unemployed include Enterprise Allowance, which pro-
motes the development of small businesses; Job Split-
ting, offering employers an allowance when unem-
ployed persons are hired; Job Release, allowing early
retirement if the retiree is replaced with an unem-
ployed person; and voluntary projects, permitting an
unemployed worker to continue to receive unemploy-
ment benefits while performing voluntary services.
Community Industry, a nonprofit organization, also
provides training and jobs in community services for
disadvantaged youths 17-to-19-years-old.

Canada

In contrast to its centralized employment policies.
Canada recognizes no federal role in education except
for native peoples and military dependents. All educa-
tional programs are the responsibility of the provinces,
which delegate authority to local school boards.

The provinces require school attendance for at least
10 years. Secondary education is offered in secon-
dary schools (offering both academic and vocational
courses) and vocational schools. Postsecondary educa-
tion is offered at a variety of institutions, including
universities, liberal-arts colleges, theological colleges,
and specialized institutions that offer degree programs
in a single field, such as engineering or education.
Community colleges also offer college-level courses.
Not all require a high school diploma, and, as in the
United States, their popularity is increasing, parti-
cularly among adult part-time students who are pur-
suing training in a particular field.

Vocational education is available through appren-
ticeships and through attendance at vocational train-
ing facilities, including community colleges, provincial
trade schools, private business colleges, and on-the-job
training programs. Canada also offers a number of
other training opportunities for young people, such
as the Canada Summer Youth Employment Program,
which has two components: Young Canada Works
offers short-term jobs in community service projects,
and Youth Job Corps provides both summer and
longer employment on federal projects. A network of
400 Employment Centers provides information about
those programs and acts as the Canadian job place-
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ment service. Other employment-related programs for

young people include the following;

® Job Exploration by Students enables high school
students who are unsure about continuing school to
experience working first-hand.

¢ Canada Manpower Training Program provides train-
ing and allowances to young people who have been
out of school for at least a year and are at least a year
older than the school-leaving age. The training must
be determined to lead to employment and to in-
crease earning capacity.

® Canada Manpower Industrial Training Program pro-
vides on-the-job training to eligible people and reim-
burses employers for part of the trainees’ wages.

® Job Experience Training offers government-
subsidized on-the-job training to unemployed and
out-of-school youths between the ages of 15 and 24
for a period of up to 26 weeks. Preemployment work
orientation sessions are also provided.

® Small Business Intern Program encourages hiring
recent university graduates by offering government
subsidies of 50 percent of wages for the first 12
months of employment.

* Employment Tax Credit Program offers employers
between $1.50 and $2.00 an hour as a tax credit for
each new job created.

® Mobility Scheme provides financial assistance to
unemployed and underemployed people aged 18 and
older who want to extend their job search
geographically or who need relocation assistance to
take a new job.

France

In France, about one-third of young people aged 16 to
25 are in school, slightly more than a third are in the
work force, 17 percent are unemployed, 3 percent are
in national service, and 2.5 percent are in appren-
ticeships. To assist unemployed youths, the govern-
ment has developed “solidarity contracts” that include
job sharing, a combination of part-time work and job
training, gradual replacement of retirees with young
workers, and efforts to raise hours of work and
salaries. Since 1983, the government has also subsi-
dized an “emplovment-guidance contract” allowing
employees to take up to 30 hours off work for voca-
tional guidance organized by the French National
Employment Agency or the Adult Vocational Training
Association. Another program offers employers partial
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funding for training workers who had previously been
unemployed for more than a year. Efforts to improve
education in “priority zones” where school failure is
high, to increase the proportion of students completing
baccalaureate degrees, and to provide computer train-
ing to all young people are other examples of French
efforts to improve the work force.

As inmost European countries, education in France
is compulsory until age 16. At the secondary-school
level, there are vocational schools, lower- and upper-
secondary schools, and training centers for appren-
tices. The student, his or her family, and a council of
teachers, counselors, and representatives from other
interested groups determine the student’s course of
study. Vocational students usually take preparatory
classes only, but a combination of classes and on-the-
job training is also possible. Diplomas may be awarded
for knowledge in a particular professional area or in
a specific trade.

School dropouts who have no specific job skills may
receive training under the Basic Vocational and Social
Contract. Under this arrangement, the state and the
employer each pay a portion of the minimum wage,
and theamount paid by the employer increases every
six months if the trainee remains with the same firm.

Federal Republic of Germany

The cornerstone of employment policy for youths in
West Germany is the Federal Youth Plan of 1950, which
focuses on advanced schooling and vocational educa-
tion for young people aged 14 to 21. Vocational train-
ing is the predominant method of preparing for a
career. Of the 26-to-35-year-old age group, about 13 per-
cent of males and 11 percent of females have attended
a university or college, but 73 percent of males and 64
percent of females have received vocational or trade
training.

Such training is provided in full-time, specialized
vocational schools and in what is called the “dual
system” (apprenticeship). Apprentices sign on with a
firm and receive on-the-job training four days a week
and participate in classroom instruction on the fifth
day. The classroom instruction is two-thirds trade-
oriented studies, which may continue for two to three
and one half years, and one-third general studies.
Students who complete their apprenticeships must
take a state-approved exam, which 85 to 90 percent
pass.
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There were about 1.72 million youths in appren-
ticeships at the start of 1984. Government-approved
trades number 432, although most young people
choose from among 15 of the more popular careers.
More than half of the apprentices are placed in small
businesses with less than 50 employees, which nar-
rows their training. To broaden the skill base, students
have been allowed to attend interfirm training centers
since 1973.

Private firms play a major role in the apprenticeship
systern, providing on-the-job training and subsidizing
most of the classroom instruction as well. Large enter-
prises often have their own vocational schools, which
are licensed and funded in part by the state. These
highly selective schools use admittance tests and per-
sonal interviews to screen applicants.

West German schooling, which is compulsory from
ages 6 to 18 and is provided free, is the responsibility
of the several states. Students must attend school full-
time for at least nine years and then at least part-time
for another two to three years. In 1983, the total school
enrollment was 10.6 million. At age 10, after an ex-
amination, each student must choose the type of sec-
ondary school to attend: junior high (completes com-
pulsory school requirements and prepares the student
for an occupation); intermediate school (provides a
middle level of education and prepares the student for
higher-level training in a nonacademic occupation);
grammar school (required for admittance into a uni-
versity); or comprehensive school (tracks the student
according to ability and provides vocational familiar-
ization as part of the curriculum). Both grammar
school and intermediate school offer weekend and
evening classes.

The West German government has worked to in-
crease enrollments in higher education by abolishing
student fees and providing grants to poor students for
living allowances. Between 1970 and 1983, new college
places were created for over 200,000 students. In 1983,
freshman enrollments totaled 233,000, three times the
number in 1960.

Federal Employment Services (FES) provides free
vocational counseling and placement into jobs and ap-
prenticeship positions. Audiovisual aids and career
suitability tests are available at self-information
centers, and FES staff visit schools and parents’ meet-
ings. FES is also responsible for counseling juvenile
delinquents.

There are a number of active student, political, and

union youth groups in West Germany, joined together 27
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in their efforts to support education and seif-actuali-
zation and to provide support during job selection,
training, and employment. More young peuple, how-
ever, are going on to higher education, the number of
jobs in older, strongly unionized industries are de-
creasing, and with higher rates of youth unemploy-
ment, membership in labor union groups has begun
to decline.

Ireland

The government of Ireland gives youth employment
and training programs high priority, and many new
youth programs have been introduced since 1981.
About 31 percent of total unemployment is accounted
for by people under age 25. A Youth Employment
Agency was establishod in 1983 and is funded by the
one percent Youth Employment Levy on all personal

income. In the same year, the National Youth Policy

Committee was appointed to develop a comprehensive
national youth policy. To ease the transition from
school towork, the education system offers career and
occupational guidance, and the National Manpower
Service provides placement and occupational
guidance officers.

Funding from the Youth Employment Levy provided
35,700 young people with training during 1985. About
25 percent of the country’s school dropouts were in-
volved in a government-training or work-experience
program. Youth Employment Services supports gen-
eral vocational training; training in basic construction
skills provided while renovating community facilities;
training for apprentices; special programs in the hotel,
catering, and tourism industries; farming training;
community workshops offering vocational skills train-
ing and basic skills; and eight pilot Community Train-
ing and Employment Consortia that bring together
community organizations, educational in;titutions,
and manpower authorities.

Other programs involving community service in-
clude the Teamwork Scheme, in which voluntary
organizations recruit unemployed young people who
are between the ages of 17 and 25 and who have been
registered for six months with the National Manpower
Service for temporary work. The organizations receive
start-up assistance and wage subsidies from the Youth
Employment Agency. That agency is also responsible
for implementing Europe’s Social Guarantee program,
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school be offered basic training, work experience, or
both for at least six months in order to prepare for a
career.

The Nationa. Manpower Service also funds the
Work Experience Program for youths who have left
school and are under age 25. Young people in this pro-
gram receive 26 weeks of on-the-job training while be-
ing paid a weekly allowance, reimbursed to the
employer by the government, and are given a cer-
tificate of completion. The Enterprise Allowance
Scheme provides unemployed young people who want
to start a business with a venture capital grant or an
operating cost grant.

In addition to those government-administered pro-
grams, the private sector offers five graduate employ-
ment programs to young degree- and diploma-holders
in particular skill areas such as science, marketing,
and technology. The National Manpower Service pro-
vides placements, and the Youth Employment Agency
provides a one-year subsidy for employers.

Norway

Unemployment among young peuple is not a big pro-
blem for Norway. Education, which is compulsory
until age 16, is the joint responsibility of the national,
county, and municipal governments. Upper-secondary
schools offer a combination of vocational and general
education for young people between the ages of 16 and
18 and for some older people who wish to improve
their skills. Colleges, universities, and other specialized
schools provide higher education.

Norway offers a guarantee of training or apprentice-
ship in a public or private enterprise for every young
person under 20 years of age who has not been ac-
cepted into a school and is unemployed. The Ministry
of Labor administers this program at the national
level. Also, national military service is compulsory for
all Norwegian males.

Sweden

In contrast to Norway, but like the rest of Western
Europe, Sweden has a serious youth unemployment
problem. Working toward a full employment economy,
Sweden has most recently been promoting growth and

economic adjustment by strengthening training pro-
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grams and increasing efficiency of the Employment
Service. Also, employment-generating programs for
particular target groups, including youths, the elder-
ly, and the disabled, have high priority. The minimum
age for entering the job market is 18.

Swedish education is compulsory to the age of 16.
About 94 percent of all students go on to upper secon-
dary school, which has a dropout rate of about 20
percent. About 32 percent of the males and 43 percent
of the females who graduate go on to postsecondary
education.

Preparation for work begins in the schools in about
the sixth year, when counselors and trained teachers
offer information about training and educational op-
portunities and job possibilities. In the last year of
compulsory school, each pupil spends two weeks
observing one or more private or public workplaces.
The Practical Worklife Orientation program, started
in 1982, gives youths before ninth grade 6 to 10 weeks
of observation in a variety of firms. To help overcome
sex stereotyping, boys and girls must observe jobs
where the opposite sex predominates.

In 1980, under terms of the Youth Guarantee,
schools became responsible for following up on youths
under age 18 who have not enrolled in upper-secon-
dary school. These youths are offered work experience
or a job, and about 21,000 took jobs under the program
in 1983.

Also in 1983, the Revised Swedish Compulsory
School Curriculum took effect. It places increased em-
phasis on combining theoretical and vocational study
in the lower-level compulsory schools. Another innova-
tion has been in-depth studies of particular ficlds at
the senior level.

In addition to the programs noted, the Swedish gov-
ernment { 1ds three major efforts to prepare young
people for the labor market:
® Relief-viork programs provide youths with an oppor-

tunity to gain work experience and try out different

jobs. Relief-work grants cover half of relief workers’
labor costs and are available to private employers for
workers aged 18 and over and to public sector agen-
cies for persons over age 20. About 27,000 persons
participated in those programs during 1984-85. In

1980, the program was changed so that 16- and 17-

year-olds could be placed in subsidized work for a

maximum of 40 weeks. Participants receive regular

student aid plus additions from loca! governments,
with contracts negotiated between employers and
trade unions.
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* Labor-market training is provided at special centers
under the supervision of the Labor Market Training
Group, a new authority consisting of a central board
and 25 regional commissions. Training is free, and
participants receive training grants. In 1983, 38,000
trainees participated in the program, about a third
of them under the age of 25.

* Youth team projects for the hard-core unemployed
were begun in 1984. Every 18- or 19year-old who is
not employed, in school, or in training is entitled to
a job as part of a youth team at a central, county, or
municipal government agency or in a Church of
Sweden congregation. Usually, a participant works
four hours a day and receives a regular wage. Dur-
ing the first half of 1984, some 44,000 youths
participated.

Finally, the Swedish government offers recruitment
subsidies payable to private firms and public
employers who take on job-seekers, aged 18 to 24.

Because of the government training assistance, most
private employers do not provide in-house training to
young workers. Only about a fourth of all employees
in the private and public sectors participate in orga-
nized employer training; such training is most com-
mon among 24-to-35-year-olds in certain industries,
such as banking and insurance.

The government subsidizes four kinds of in-house
training: “bottleneck training” in skill areas with a
shortage of labor; training for structural change; train-
ing for redundant workers; and training for the under-
represented sex. There are alsc a few government-
subsidized company schools and some government
apprenticeships in artisan trades.

There is no minimum wage in Sweden, although
contracts provide for special wage rates for persons
under 18. Military service is compulsory.

Japan

Japan, unlike many other countries, stresses academic
rather than vocational education for its youth. Despite
its spectacular successes in that area, however, Japaa
is currently engaged in a major educational reform
effort that stresses individuality, choice, flexibility, and
creativity.

The reform is due in part to the high cost of educa-
tion and the diminishing returns of higher education
(university graduates now face a declining income in

comparison with high school graduates, and fewer 29
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managerial positions are available). Ironically, some
of the increased competition for high management po-
sitions results from the phenomenally high level of
education for all Japanese youths.

Japanese education is compulsory through age 15,
and no distinction between students on the basis of
ability or achievement is made up to that time. Five
types of educational institutions offer occupational in-
struction to students who do not go on to a v-.aversity:
upper secondary schools, technical schools, special
training schools, junior colleges, and miscellaneous
schools. Passage to upper-secondary schools is on the
basis of examination scores and formal application. A
student may enroll in either an academic or a voca-
tional program, but both offer primarily classroom in-
struction. The work attitudes instilled at this level of
schooling are diligence, discipline, and commitment
to cooperative behavior. Industrial arts and homemak-
ing courses make up less than 10 percent of the
courses available in lower-secondary schools, and for-
mal vocational training does not begin until after
graduation from those schools. Career guidance is not
stressed in high schools; the emphasis is on gaining ad-
mission to top universities or specific firms.

Technical colleges, which were established in 1962
to produce skilled technicians, offer courses primarily
in engineering and merchant-marine fields. The pro-
grams usually last 5.5 years. Special training schools,
established in 1976, exist at both the upper-secondary
ard postsecondary school levels and offer training in
engineering, agriculture, medical care, nursing, com-
merce, home economics, and the arts, over a two- to
three-year period. More than 538,000 students were
enrolled in those special training schools in 1985.
Junior colleges, which attract mainly women (about
90 percent of the enrollees), provide general education
and vocational education. Finally, the miscellaneous
schools offer practical courses in automotive repair,
bookkeeping, dressmaking, cooking, and computer
technology.

Some of Japan’s large companies provide vocational
training to their employees, but many managers
believe that employ=es have an obligation to acquire
the skills they need to improve their work on their own
time. Few small companies offer formal internal train-
ing, and most that is offered is of short duration,
usually less than 10 days. Only 3.8 percent of firms that
offered training in 1980 provided it for periods of 6
months or more, and in 1978 less than 2 percent of all

30 labor costs for private companies was for formal
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education and training.

Japan has a national vocational training law that
provides government funding for public and private
programs. Training allowances for the unemployed,
grants for educational leave, and financial assistance
to small- and medium-sized firms are all available
under the law. Also, the Ministry of Labor oversees
government-sponsored basic training, skill-improve-
ment training, retraining for new occupations, and in-
structor training. Most employers do not recruit from
those programs, however, so participation is low.

The transition from school to work is fairly smooth
in Japan, in part because many companies recruit
from the most prestigious universities and in part
because Japan has an efficient Public Employment
Security Office that works closely with secondary and
postsecondary schools and employers. Most students
do not apply directly to companies, but wait for the
Office to direct them to job vacancies.

Conclusions

Each of the examples above show a national commit-
ment to helping young people and other entry-level
workers secure a solid foothold in the labor market.
There are, however, significant differences between
countries, and some of the most successful efforts take
completely opposite approaches. Searching for an ap-
proach that will serve the United States best will re-
quire more than merely transferring ideas from other
countries.
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THE SECOND CHANCE SYSTEM
Historical Background

ince the early 1960s, the fed-

eral government has subsi-

dized a variety of training

programs, aimed primarily
at serving economically disadvantaged persons who
have not benefited from early educational oppor-
tunities. These programs can be conceived of as a
“salvage” system to provide a ‘‘second chance” for
people who have not made successful transitions
from school to work.$2

The federal effort began during the Kennedy Ad-
ministration, with the enactment of the Area
Redevelopment Act (ARA) of 1961. ARA established
a precedent for federally subsidized training, offered
in conjunction with loans to companies that agreed
to relocate or expand industrial facilities into im-
poverished areas.

Although never serving more than 12,000 people
in a year, ARA was quickly followed by the more
ambitious Manpower Development and Training Act
(MDTA) of 1962, which offered participants up to
a year of skill training in the classroom or on the
job. Originally, MDTA anticipated current concerns
about the dislocating effects of technological change
and directed its efforts to adult family heads who
could demonstrate by their employment history a
strong attachment to the labor force. Soon after
MDTA'’s enactment, however, demands for skilled
workers increased to meet production needs asso-
ciated with the Vietnam War, and unemployment
levels for adult males dropped. In response, federal
po.icy shifted to focus on the problems of poor
youths and minorities, who continued to have high
unemployment rates. The most important step in
that direction was the enactment of the Economic
Opportunity Act (EOA) of 1964, which was to become
the cornerstone of President Johnson’s War on
Poverty.

Nearly half of EOA funding in the first year was
for youth programs, including the Neighborhood
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Youth Corps (NYC) and the Job Corps. Both pro-
grams offered poor youths an opportunity to learn
job skills, NYC by offering a program of part-time
work experience, and the Job Corps by providing
basic education and occupational skill training com-
bined with an array of medical, dental, and other
support services in a residential setting, far away
from debilitating home environments. EOA also of-
fered a small program for adults under Title V, pro-
viding work experience, classroom training, and
family services to the parents of dependent children
on welfare.

Because EOA was reauthorized annually until
1967, frequent ameridments to the Act added new
programs every year: Operation Mainstream (1965)
providcd clderly workers with part-time jobs in rural
conservation projects; New Careers (1966) offered
public sector jobs to the economically disadvantag-
ed: the Special Impact Program (1966) focused
federal training dollars on selected urban slum
areas; and the Concentrated Employment Program
(1967) created a new delivery system to provide a
complete range of employment and training and
related supportive services in targeted rural and ur-
ban areas with very high rates of unempioyment.

MDTA was also amended several times in that
period to reflect the new policy direction of serving
poor youths. In 1967, by executive order, President
Johnson created a new MDTA program called Job Op-
portunities in the Business Sector. The new program
offered employers reimbursement for extra costs
associated with hiring and training disadvantaged
workers and established the National Alliance of
Business to recruit employers for that effort.

Thz roster of new antipoverty programs was com-
pleted in 1967 with the authorization of the Work
Incentive (WIN) program as an amendment to the
Social Security Act. WIN was designed to provide
training, supportive services, and job placement
assistance to eligible recipients of Aid to Families
with Dependent Children (AFDC).
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Efforts to rationalize what had become an expen-
sive array of separately funded programs began with
the presidency of Richard Nixon in 1969. Although
resolved to decategorize those programs into a single
block grant, shift administrative control to state and
local governments, and cut expenditures, the Presi-
dent first found himself bowing to the realities of a
severe recession in 1970-71 by signing into Jaw a new
$2.25 billion, two-year Public Employment Program
under the Emergency Employment Act of 1971. With
the addition of these funds, outlays for federal
employment and training programs reached the level
of $5billion by FY 1973. Legislators, policy makers,
and the President were at last in general agreement
that it was time to reform the federal employment
and training system, although they did not agree on
what form a new system might take.

Reform legislation, called the Comprehensive Em-
ployment and Training Act (CETA) of 1973, was the end
product of a protracted and partisan struggle. As fin-
ally enacted, this compromise provided for a compre-
hensive program of training and related services for
the economically disadvantaged, a program of transi-
tional public service employment for the most severely
disadvantaged and for eligible veterans in areas of very
high unemployment, special federal training programs
for Indians and migrant and seasonal farm workers,
a reauthorization of the Job Corps, and a National
Commission for Manpower Policy to make recommen-
dations about meeting the employment needs and
goals of the nation. The new law gave local prime spon-
sors broad authority to develop programs tailored to
community needs. Training programs, meant to be the
central focus of the new legislation, paid stipends at
least equal to the minimum wage.

Despite the training emphasis, CETA was soon over-
whelmed by its public job-creation activities, enacted
as a response to a deep nationwide recession that was
prompted in part by an OPEC oil embargo. Reacting
to congressional pressure, President Ford reluctantly
agreed to a new Emergency Jobs Program, which
became a separate title under CETA in 1974 and an
addition to a small public service job<creation program
that was part of the original legislation. Together these
two public job-creation titles soon accounted for more
than half of all CETA outlays. Shortly before the pre-
sidential election of 1976, President Ford agreed to an
extension of the Emergency Jobs Program but balked
at any further increase in funds.

The newly elected Carter Administration did not
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share that reluctance and called for an expansion from
300,900 to 750,000 PSE job slots over a nine-month
period in 1977. Local governments, pressured by the
Department of Labor to fill those slots immediately,
sometimes enrolled ineligible applicants and in a few
well-publicized instances made unauthorized use of
funds—actions that indelibly marked CETA in the
minds of many as a poorly administered, wasteful
program.

Besides PSE, youth employment initiatives were a
major goal of the Carter Administration. A Vice Presi-
dent’s Task Force on Youth and a separate youth office
in the Department of Labor were established to over-
see several new CETA demonstration programs auth-
orized by the Youth Employment and Demonstration
Projects Act (YEDPA) of 1977. These programs exper-
imented with new ways to serve both in-school and out-
of-school youth, including special efforts to encourage
high school dropouts to return to school. In addition,
a companion research effort was designed to docu-
ment the reasons for success or failure in these various
efforts.3

At about the time CETA was being amended, other
legislation authorized tax credits to employers who ex-
panded their work force by hiring poor youths and
other groups witn special needs. Those credits were
the New Jobs Tax Credit of 1977, a $4 billion program
not restricted to the disadvantaged, and the Targeted
Jobs Tax Credit of 1978 which required more specific
targeting on several disadvantaged groups enumerated
in the Act.

The final revision of CETA took place in 1978 with
several amendments designed to improve program
management and CETA’s putlic image. These included
limitations on the discretionary authority of local and
state governments, changes in PSE eligibility require-
ments to turget only the poor, and the development of
a new Private Sector Initiative Program to bring
representatives from private businesses into partner-
ship with local elected officials in planning and
administering programs. Those revisions were not
enough to silence critics of the program, however.

President Reagan came to office in 1981 with what
he considered a clear mandate to cut federal social
sperding. CETA's public image had been badly tarn-
ished by negative publicity alleging wide-spread fraud
and abuse, and with little public support and disen-
chantment even in the Congress, CETA’s subsidized
employment programs were easily eliminated in 1981.
But, the most important issue—whether tc continue
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any federal training for the economnically disadvan-
taged—remained unresolved. The matter was all the
more urgent because CETA's authorization was
scheduled to expire in September 1982.

Once again, the struggle to develop a compromise
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measure proved arduous. After months of debate,
congressional committees were finally able to fashion
an acceptable bill that was signed into law on October
13, 1982.

The Job Training Partnership Act

he Job Training Partnership
Act (JTPA) was initiated in
1983 after a one-year period
of transition from CETA and

provides a basic program of training services for
disadvantaged youths and adults, a program of re-
training and job-search assistance for dislocated
workers, a reauthorization of the Job Corps, and
the continuation of federally administered programs
for Native Americans and migrant and seasonal
farm workers.5*

JTPA gives to states much of the oversight authority
once reserved for the federal zovernment, while at the
local level private industry councils (PICs), composed
mainly of business leaders, share with elected officials
the responsibility for administering JTPA programs.
In reaction to past CETA abuses, public service em-
ployment is prohibited urder the Act, and work ex-
perience is severely limited. Also prohibited are
stipends for participants, although needs-based
allowances and supportive services can be offered up
to the limit imposed by the law’s 30-percent restriction
on administrative and support seivice costs.

Title li-A Programs for
Disadvantaged Youths and Adults

In program year (PY) 1986 (July 1, 1987—June 30, 1988),
an estimated 796,600 people were newly enrolled in
Title II-A programs for the economically disadvant-
aged, a 1-percent increase over the previous program
year (786,400). Of the enrollees, 47 percent were male,
46 percent were minorities, 93 percent were econom-
ically disadvantaged, 55 percent were high school
graduates, and 41 percent were recipients of public
assistance.
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JTPA requires that 40 percent of a community’s
funding for 1itle 1I-A programs be spent for services
to youths aged 16 to 21, although 14- and 15-year-olds
may also participate in preemployment skills training
if it is offered locally. About 41 percent of the enrollees,
or 327,600 people, in Title II-A programs were under
22 years of age in PY 1987.

Young people may receive any of the services auth-
orized under Title II-A, including classroom skills in-
struction, on-the-job training (OJT), job-search
ascistance, work experience, and other support ser-
vices. Because many young participants are still in
school, however, they typically receive part-time work
assignments. Seventy-five percent of all Title II-A par-
ticipants in work experience during PY )87 were
under 22 years of age. In contrast, only 28 percent of
all enrollees in OJT were younger than 22. Similarly,
within the youth category itself, younger participants
(under age 19) predominated in work experience (78
percent), while youth from 19 to 21 years of age were
better represented (65 percent) in OJT slots.

Dropouts were a particular concern of legislators
when JTPA was enacted. Therefore, the Act requires
that school dropouts be served in proportion to their
incidence in the local population, although the legisla-
tion does not specify the age of this group. A recent
special analysis of PY 1985 data, conducted by the
National Commission for Employment Policy, found
that young high school dropouts have a relatively high
participation rate, with more than 28 percent of the eli-
gible population being served. (In contrast, adult high
school dropouts are generally underserved.)ss

There were approximately 763,900 terminations
from Title II-A programs in PY 1987; 42 percent
(317,300) of the terminees were under age 22, and 27
percent (206,253) were high school dropouts. Young
people spent an average of 16.1 weeks in the program,
somewhat longer than the average time spent by adults

(13.5 weeks). About half (52 percent) of the young term- 33
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inees found jobs, which paid an average wage of $4.33
an hour (about 78 cents less than the average for adult
terminees).

Positive program outcomes for youth are not
necessarily limited to entry into employment, but may
also include entry into a registered apprenticeship pro-
gram, entry into the Armed Forces, entry into another
employment/training program, return to school, and
cempletion of a major level of education. In addition,
positive terminations for youth may include comple-
tion of a major prozram objective for those under the
age of 16 (only) or the attainment of youth competen-
cics approved by the local private industry council
(usually preemployment skills, basic education skills,
or job-specific skills). The positive termination rate for
youth under age 22 in Title II-A programs was 75 per-
cent in PY 1987. Nonpusitive terminations (dropouts)
accounted for about only one quarter of youth termi-
nations in that same program year.

Adult participants, 22 years and older in Title II-A
programs numbered approximately 468,900 (59 per-
cent of the total 796,600) in PY 1987. Adults accounted
for 62 percent of all classroom trainees, 72 percent of
on-the-job training participants, 66 percent of those
receiving job-search assistance, and 25 percent of those
enrolled in work experience. About 72 percent of
adults who left Title II-A programs entered employ-
ment in jobs that paid on average about $5.11 per hour
(for adult terminees who had classroom training, the
average was $5.30 per hour).

Title II-B Summer Youth Programs

The Summer Youth Employment and Training Pro-
gram provides economically disadvantaged youths
work experience and related training and educational
services during the summer months. Youths aged 16
to 21 are eligible, although 14- and 15-year-olds may
participate if they are included in the job training plan
for their local area. During the summer of 1987, about
624,000 young people were provided jobs under Title
II-B at a cost of around $706 million. Preliminary
estimates for the 1988 summer program show nearly
629,000 youths served with expenditures of around
$802 million.

Among the services offered to summer-prcgram
enrollees are basic and remedial education, institu-

34 tional and on-the-job training, preparation for work,
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job-search and job club activities, and other assistance
in preparing for the transition from school to work.
Supportive services may also be provided to enable
youths to participate in the program. Amendments to
JTPA enacted in 1986 require that service deliverers
assess the reading and math skills of participants and
describe in their local plans how they will spend funds
for basic and remedial education.®” The Reagan Ad-
ministration’s 1989 and 1990 budgets also called for a
legislative amendment that would allow service de-
livery areas to provide, at their discretion, year-round
remedial education and basic literacy and skill train-
ing, subsidized summer jobs, or both, to economically
disadvantaged youth. Congress has not yet acted on
this proposal.¢*

Title IV Federally Administered
Programs

The Job Corps is one of the oldest federal youth pro-
grams, dating from the enactment of EOA in 1964.
Offering a program of residential training and com-
prehensive services for disadvantaged youths between
the ages of 14 and 22 (in practice usually only those
16 and older are enrolled), the Job Corps seeks to assist
young people who can benefit from an intensive pro-
gram operated in a group setting.

There are currently 107 centers operating through-
out the United States, about 77 of them by businesses
and nonprofit organizations under contract to the US.
Department of Labor. The remainder (30) are Conser-
vation Centers operated in public parks and on other
public lands by the Departments of Agriculture and
the Interior.*®

The program year 1988 Job Corps budget totaled
$716 million to fund about 40,500 service years of
activity. Since most enrollees only remain in the pro-
gram for around 7 months, however, about 65,000
young people actually participate in the program each
year.”®

Title IV also authorizes federal programs for Native
Americans and migrant and seasonal farm workers.
The 1988 budget authority totaled $59.7 million for
Native American programs, supporting 33,500 parti-
cipants, and $65.5 million for Migrant and Seasonal
Farm Worker (MSFW) programs, supporting 60,000
service recipients. In addition to the regular Indian
and Native American programs authorized under Title




IV-A, Section 401 of JTPA, some $13.6 million was
authorized for Summer Youth Employment Programs
(Title II-B) serving around 13,000 eligible young peo-
ple on and off reservations.”

Conclusions

The JTPA system represents the state of the art in
public programming to provide employment and train-
ing services for the disadvantaged. It is decentralized
because the government has learned that it cannot run
programs from Washington. It is structured to encour-
age strong private participation because legislators
have also learued that training outside the context of
real jobs is foolhardy. Yet the program demonstrates
fundamental flaws. Because funds are limited and ac-
countability is based on the number of people who
find work through the program, administrators often
concentrate cn those clients who can be moved off the
unemployment rolls with minimal effort and cost.
There is also a temptation to use JTPA monies for
training relatively advantaged employees to prever:it
dislocation or encourage economic development. (Ti-
tle I deliberately seeks to avoid dislocation by early
intervention. Also, linkages between JTPA and
economic development are encouraged.)

JTPA programs try to rescue four different kinds
of clientele: people who have major human capital
deficits and cannot get and keep jobs; poor and un-
employed people who are qualified for work but not
able to find it; employed workers who need retraining;
and employers who need trained employees to be com-
petitive. Thus, the programs’ goals include both institu-
tional competitiveness and individual economic inde-
pendence. The current accountability standard, how-
ever, tends to serve the purposes associated with only
the second client group—the poor and unemployed
who are qualified but cannot find work. As it is pre-
sently constituted, JTPA violates a cardinal rule
ot public policy making: Every policy goal should be
matched with its own policy instrument and accoun-
tability standard.

Recommendation #14: The basic structure of the
JTPA is sound, and the current programmatic em-
phases should be continued:

* Responsibility for programs for the disadvantaged
should reside with the state and local governments.
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* Employers should be assigned a substantial role in
the planning and oversight of those programs.

* Programs should emphasize human capital develop-
ment through work and learning rather than income
maintenance.

* Performance standards should be a key operational
component.

* Programs should provide “one-stop shopping” for
clients by coordinating human services at the state
and local levels.

Recommendation #15: The JTPA system should
move away from its current “one-size-fits-all” eligi-
bility, treatment, and accountability system. Legisla-
tion should separate clients, treatments, and evalua-
tive standards into four groups:

* The majority of resources should be ti:eted on

people who are poor and unemployed and demon-
strate significant human capital deficits. Programs
for these people should emphasize human develop-
ment. Accountability should be based on measured
changes in skills. All services should be fully funded
by public authorities.
Poor and unemployed people with marginal human
capital deficits should be given transitional services,
such as job-search assistance and subsidies, to move
them into the workplace. Accountability should em-
phasize transitions into the workplace. Services
should be fully funded by public authorities.
Employed workers who need upgrading in order to
keep their jobs should be given retraining jointly
funded by public authorities and employers. Pro-
grammatic accou ::hility should focus on in-
creased employability.
Employers who are .ilotted public funds to improve
their competitive performance should share costs
with public authorities. Funding should be available
for management development, supervisory training,
and technical training (for scientists, engineers,
technicians, and craft and skill workers). Funding
should not be allowed for executive development or
sales training. Accountability should be enforced
through matching-fund provisions that stipulate
employers should pay most of the cost of the
training.
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Welfare Clientele

n 1988, the 100th Congress
made the most significant
changes in the nation’s wel-
fare system in over a century.

The fundamental restructuring moved away from in-
come maintenance toward new measures to enforce
child support, mandate work requirements, and en-
courage training. The human capital development
provisions included a requirement that eazh state
establish a Jobs Opportunities and Basic Skills Pro-
gram to provide welfare families with education and
training to make them employable. The welfare over-
haul is a welcome success after three failed attempts
to reform the system over the past 20 years. At the
same time, there is a legitimate concern that the new
program may create merely another employment
and training delivery system if it is not properly
integrated with existing programs. To continue the
balkanization of programs for the disadvantaged is
inconsistent with the reality that the problems of
welfare families are multifaceted, requiring a mix of
programmatic treatments tailored to the needs of in-
dividual recipients and their families.

The federal government is already spending sub-
stantial sums in the attempt to salvage the able-bodied
poor and provide a second chance for those who have
fallen behind. Each year, it spends almost $7 billion
on preschool, elementary, secondary, and vocational
education; $5 billion on higher education; $10 billion
on training and employment; and almost $7 billion on
social services. In addition, the federal government
spends $2 billion on maternal and child health-care
and nutrition, $1 billion for alcohol- and drug-abuse
prevention, $23 billion in Medicaid payments for
people under 21 years of age, $8 billion for AFDC,
and $13 billion in food stamps. Altogether, the federal
expenditure for the disadvantaged is more than $75
ballion per year, almost $30 billion for education,
training, and other forms of human development, and
more than $45 billion for health-care and income
maintenance.”

Although those amounts seem huge, they are less
impressive when measured against the size of the

36 target populations. The Women, Infants, and Children

Program (WIC), for instance, provided food for 3.3
million low-income, pregnant, and nursing women, but
WIC’s $1.7 billion expenditure served only half the
eligible population. Head Start, a program that pro-
vides preschool education for 450,000 children, serves
less than 20 percent of the 2.9 million who are eligible.
The more than $4 billion spent on compensatory edu-
cation in elementary and secondary schools serves less
than half the people who are eligible. JTPA, the prin-
cipal second chance program, funds fewer than 5 per-
cent of the eligibles.”

Entitlement spending reduces the funds available
for attempts to reduce public deperidency among
the disadvantaged. In programs such as Medicaid
and AFDC, spending is uncontrollable because reci-
pients who meet eligibility requirements are entitled
to program services. In contrast, programs that pro-
vide human capital development are funded annually
at levels set by the Congress. Even middle-class en-
titlements, such as social security, squeeze available
funds for discretionary spending for human capital
development.

The squeeze could not come at a worse time. For the
first time in memory, human capital deficits now stand
as the primary barrier to including the disadvantaged
in the nation’s work-based culture. The explanations
for poverty and public dependency popular in the
1960s and 1970s are increasingly irrelevant. In those
decades, there were not enough jobs. There was a big
push for education and training, but education and
training do not create very many jobs. Jobs create the
need for education and training. Now jobs are avail-
able, and employees need the educated and trained
labor to fill them. Human capital development stra-
tegies will work for clients who have a job prospect
in hand because they can expect economic rewards for
learning.

There is more at stake than the future of the disad-
vantaged. The entry-level work force is declining in
both quantity and quality as more and more new
employees come from disadvantaged populations in
which prior human capital investments have been in-
sufficient. We will increasingly recruit our human
resources to corupete in the international economic
struggle from disadvantaged populations. The nation’s
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commitment to equal opportunity has found common

cause with the emerging competitiveness agenda.
Recommendation #16: In ozder to provide human

capital development at resource levels that can make

real improvements in the employability of the

disadvantaged—

¢ eligibility requirements should distinguish carefully
between people with developmental deficiencies
and those who require less extensive services;

¢ programs should offer a sequence of treatments
from basic human capital development to transi-
tional services, such as job-search assistance and
hiring and training incentives for employers;

¢ accountability standards for developmental pro-
grams should emphasize measured progress in skill
acquisition ar:% employability; and

¢ accountability for transitional services should em-
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phasize job placements and jolL .enure.

Recommendation #17: Services for the disadvant-
aged should be delivered in the context of mainstream
institutions. Programs should be predicated on the
principles that the best social welfare agency is a
family, the best teacher is experience, and the best
trainer is a job.

Recommendation #18: In order to utilize existing
resources more efficiently and provide comprehensive
services, services should be delivered in coherent
packages tailored to the needs of individual clients.
This approach will require—

* common intake and eligibility criteria to provide

“one-stop shopoing”; and
* programmatic accountability that focuses on the

progress of clients, rather than the delivery of a par-

ticular sexvice.

Dislocated Workers

he process that generates
dislocation is reasonably
straightforward. Increased
competition accelerates the

penetration of technology into work environments.
New technology eliminates some jobs, leaving fewer
jobs for more highly skilled workers who use more
machinery. Because these effects occur across whole
industries and whole occupations, aisiocated em-
ployees find it difficult to find similar jobs im-
mediately. They can pursue one or a mix of three
basic strategies. First, they can wait and see. Produc-
tivity improvements in the industry they left may
ultimately increase market share and result in re-
hiring, ashappened in the auto and other industries
over the past decade. In addition, turnover can gen-
erate up to 20 percent rehiring in many industries
over a five-year period. Second, dislocated workers
can :train for new jobs at similar or better wages.
Mc cuch jobs, however, are in highly skilled occu-
pauons outside the dislocated workers’ current oc-
cupations and retraining requirements for those jobs
are extensive. Moreover, such jobs require not only
extensive retraining, but also learning whole new oc-
cupational and industrial cultures. Third, dislocated
employees can accept new jobs that are relatively
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less skilled and pay lower wages.

Most dislocated workers in the United States have
combined the first and third strategies. Dislocated
manufacturing workers, who are the vast majority of
dislocated workers, accept lower-paying service or in-
dustrial jobs at lower wages and wait for preferred
jobs to pop up. The majority regain their prior wage
level five years or so after dislocation, but well over a
third never do.

It remains to be seen whether the current disloca-
tion will extend beyond the manufacturing sector.
Manufacturing has been hit hard by foreign competi-
tion and the technical changes competition has in-
spired. Moreover, manufacturing jobs are unique in
that they are relatively well paid for the skills required.
As a result, the manufacturing worker is not prepared
for other well-paid jobs, because they have skill re-
quirenients far beyond his or her current skills. The
new scrvice jobs do not have prohibitive skill re-
quirements, but they do not pay very well either.

Ameliorating worker displacement has been a
theme in federal employment policy since the passage
of MDTA in 1962. MDTA’s concern for displacement
was based on a much debated expectation that auto-
mation would replace many workers and on the belief
that the Kennedy round trade negotiations would ex-

acerbate displacement. MDTA was amended shortly 37
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thereafter and retargeted to disadvantaged clientele.
Eventually, the spate of targeted programs that fol-
lowed was consolidated into CETA. As CETA evolved,
providing training and employment for the disadvan-
taged became its principal purpose; aiding dislocated
workers became a minor aim. Provisions in the Trade
Expansion Act of 1962 to provide adjustment assis-
tance to workers displaced by foreign trade also lay
dormant until trade negotiations heated up again in
the early 1970s. The Trade Act of 1974 liberalized
benefits and eligibility, and payments to workers
dislocated by trade policies increased rapidly under
Trade Adjustment Assistance (TAA) in the late 1970s,
until they peaked at $1.62 billion in 1980.7* Over the
same period, 22 other readjustment programs were
authorized to provide income suppc rt and benefits to
employees dislocated from specific « ~onomic sectors,
especially in transportation and communications.

In the early 1980s, those programs came under con-
siderable criticism for supplying too much income
support and too little adjustment. As a result, the TAA
legislation was amended to reduce payout substan-
tially. Benefits did not exceed $75 million in 1983.7
Major responsibility for adjustment through job-
search assistance and training was shifted to JTPA.
Title III of that Act established a 50-percent fed-
eral/state cost-sharing program to aid dislocated
workers, although the matching requirement has since
been dropped.

The extent of dislocation in the future remains
uncertain. As shown above, evidence suggests that dis-
location will remain a relatively limited fhenomenon.
At the same time, however, unmeasured and elusive
trends in technology and trade could displace substan-
tial numbers of employees in other specific industries,
areas, and occupations.

The current uncertainty about the future of dis
placement suggests a flexible response. Assistance-
delivery systems that can expand and contract with
demand (much like the unemployment insurance sys-
tem) would be capable of responding to displacement,
whatever its scope. Experience to date also points to
systems that emphasize early identification of disloca-
tion and offer services (such as skills assessment and
job-search assistance) that encourage dislocated em-
ployees to come to grips with their prospects quickly
and begin the unavoidably traumatic transition to a
new and probably lower-paying job. Prior notification
of plant closings is helpful in that regard but is dif-

38 ficult to achieve because most closings involve very
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small firms or sudden changes in business conditions.

One flexible approach is the development in some
states of “gentlemen’s agreements”’: Firms over a cer-
tain size or industries critical to the economy of the
state agree informally with the state to give as much
closing notification as they can. These agreements are
less threatening to business because of their infor-
mality, and that same informality allows for flexibility
in the use of available state resources in order to avoid
layoffs or to provide assistance where shutdowns or
major layoffs are imminent.

The Canadian Manpower Consultative Service
(MCS), for example, offers a model of flexibility and ef-
fectiveness.” The MCS assists managers and workers
in firms that are experiencing significant instability or
dislocation. Its format works informally and can
customize a variety of firancial and labor-market ser-
vices for troubled firms, services aimed at salvaging
jobs and capital. It salvages the firm or profitable por-
tions of it in order to preserve as much of the original
employment base as possible. Wherever it can, it
assists workers targeted for displacement while they
are still employees. The MCS model could be inte-
grated effectively into the American system if it ‘wvere
tied to unemployment insurance, which expands and
contracts with use more easily than appropriated and
administered programs.

The two major programs in the United States for
assisting dislocated workers have been Title III of JTPA
and Trade Adjustment Assistance (TAA). Title III pro-
grams enrolled 98,200 new participants in PY 1987, a
decrease of about 8 percent from the previous year
(106,700). The majority were male (70 percent), white
(76 percent), between the ages of 22 and 44 (62 percent),
and high school graduates (84 percent). The overall
median length of stay in the programs was about 16.3
weeks, with 76 percent (70,700) of the 93,600 terminees
entering employment at an average hourly wage of
$7.40 (an increase of 14 cents over the average wage in
the previous year).”

Jnder the terms of the Trade Act of 1974, TAA ben-
efits, including unemployment compensation, training,
and related employment services, are due to workers
adversely affected by increased impor:s of articles
similar to those produced by the workers’ firms. On
the basis of an individual employability plan devel-
opad by local Job Service staff, each eligible worker
may be referred to institutional or on-the-job training
or both in an occupation with a reasonable expecta-
tion of employment after training. A relocation allow-
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ance may be provided if the worker receives a bona
fide job offer in another community.

The current set of policies have been refined in the
recent Omnibus Trade and Competitiveness Act of
1988. The new legislation authorizes income support
to reduce income losses that result from either accept-
ing a lower-wage job or accepting training in order to
secure a higher-wage job later on. The Act also provides
for transitional services, such as prior notification and
job-search assistance, to get the inevitable adjustment
process going. In the future, should dislocation move
into the service sector, the ;ame mix of services would
be appropriate, although income support would be
less of a factor because service workers generally earn
less than manufacturing workers.

The TAA program has been revised in the new trade
law to include more training and less income mainten-
ance. With new appropriated resources, the current
mix of TAA and JTPA should be sufficient to provide
effective programs to serve the roughiy one million ex-
perienced American employees who are dislocated
each vear.
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Further changes in federal legislation are required.
More experimentation and dissernination of models
for flexible and tailored responses to large-scale dis-
location at the state and local level are in order. In ad-
dition, current demonstration programs experiment-
ing with proposals for expanding the uses of the $30
oillion unemployment insurance system beyond its
current emphasis on income maintenance are worthy
of consideration. Here are three recommendations for
crafting future programs for the dislocated:

Recommendation #20: The nation should set a
higher hitch in the safety net for dislocated employees
and help them avoid a free fall from middle-class
status to official poverty.

Recommendation #21: Prior notification, counsel-
ing, job-search assistance, and outplacement should
be encouraged while employees are still on the job.

Recommendation #22: Dislocated employees should
receive counseling and job-search assistance first,
and thep training when a job prospect is evident or
in hand. If possible, they should receive training on
the job.
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INTERMEDIARIES

lthough all of the systems
described in the preceding
pages work to inculcate the
basic literacy and occupa-

tional skills entry-level workers need to perform on the
job, making the leap from school or training program
to the job is almost always a difficult transition. Of the
forms of training described, apprenticeships probably
provide the smoothest transition to employment
because of their built-in progression from entry-level
worker to skilled craft worker.

Unfortunately, apprenticeships are limited to
specific kinds of occupations—primarily the building
trades—and despite efforts to overcome and prevent
discrimination, they tend to enroll primarily white
males. In addition, apprenticeship programs tend to
favor applicants who are in their mid-20s and are clear

about their career paths. They do not tend to take on
young people directly from high school—less than five
percent of high school graduates participate in appren-
ticeship programs in the first year after graduation,
and only one to two percent participate in the third
year after graduation.

For people who are entering the work force for the
first time and who are not enrolled in an appren-
ticeship program or similar activity, there is no
prescribed pathway to an occupation or career. In fact,
“job hopping” and temporary spells of unemployment
are generally considered part of a youth’s rite of
passage into adult jobs.

There are, however, a number of programs and in-
stitutions that attempt to expedite the transition for
young peore and other entry-level workers. Such in-
stitutions are not present throughout the country,
however, nor are they uniformly effective.

Public and Private Employment Agencies

robably the oldest transi-
tional institution in the
United States is the system
of public employment agen-

cies. Since the 1930s, the principal provider of publicly
supported job-search assistance has been the US. Em-
ployment Service (or Job Service, as it is now called
in most states). The Job Service is a federally funded,
state-administered system, with approximately 2,600
offices operating throughout the country.

Under the terms of the Wagner-Peyser Act of 1933,
anyone whois legally qualified to work in the United
States is entitled to receive, without charge, services
that range from aptitude testing and vocational coun-
seling to job development and placement. Each year,
about 16 million people seek help through local Job
Service offices, and about six million job openings are
filled. Additional services such as job unalysis, studies
of turnover and absenteeism, and assistance in job re-
structuring are offered to employers along with help
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in filling their job openings. Finally, the Job Service
has a major recruitment role for several federal
employment and training programs, such as JTPA
and WIN.

In contrast to the public employment service, which
must by law accept all job seekers regardless of skill
or aptitude, private employment agencies often spe-
cialize in particular fields and prescribe the level of
education or other characteristics required of appli-
cants. The number of privat: agencies, which include
large, nationwide temporary help firms as well as ex-
clusive executive search agencies, appears to have in-
creased substantially over time. Although the exact
number of agencies cannot be determined, one esti-
mate is that there are around 17,000 private employ-
ment * gencies and 1,100 executive search firms located
throughout the country.?

In addition to activities that relate directly to job
placement, there are a number of other programs, both
public and private, that are designed to provide young
people in particular, but other entry-level workers as
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well, with the experience they need tofind career paths
that suit their personal needs. Some of these programs
offer career information and counseling; others pro-
vide work experience through internships or preem-
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ployment training; and still others offer incentives
to continue education or training.”® Examples of these
various programs are discussed in the following three
sections.

Occupational and Career Information

n addition to providing job
placement services through
local Job Service offices, the
federal government funds

programs to help people make informed choices about
career decisions. For example, the National Occupa-
tional Information Coordinating Committee (NOICC)
and its counterpart state committees (SOICCs) are
authorized under the Vocational Education Act.
NOICC, whose members are officials of the US.
Departments of Labor and Education, is responsible
for coordinating federal, state, and local efforts to im-
prove occupational and career information activities
at all levels of government.

Among the projects NOICC has funded is the Career

Information System grants program, which uses a
multimedia approach (computers, microfiche, and
printed material) to provide information about occupa-
tions and careers. A number of states have used this
prototype to develop occupational information sys-
tems of their own. using state and local funding.#
Jobs for America’s Graduates (JAG) is an effort de-
signed to assist high school students in making their
way into the job market. The program serves students
who have been identified as potential dropouts. JAG
offers instruction in career planning, job-seeking skills,
personal development, and other work-related skills,
as well as job development and placement assistance
provided by professional job specialists and member-
ship in a Student Career Association. Follow-up sup-
port is provided for nine months after graduation.?!

Intemship Programs

he Career Intern Program,
which was developed by the
Opportunities Industrializa-
tion Council in Philadelphia

with financial support from the National Institute of
Education, is another example of preemployment
assistance directed specifically at dropouts or poten-
tial dropouts. Participants receive a combination of
classroom instruction oriented toward occupations
and supervised work exnrerience, accompanied by
career counseling and social services, which extend for
six months to a year after participants either find jobs
or decide to continue their education. The concept was

spread to other cities as one of the Department of
Labor’s YEDPA demonstration efforts.52

Similar kinds of internship programs not directed
exclusively to youths at risk include New York City’s
Executive High School Internship program and the
National Institute of Education’s model Experience-
Based Career Education (EBCE) program. Teacher-
coordinators supervise placements and lead seminars
to reinforce what is learned. In the New York City
program, youngsters are paired with executives who
act as role models and provide career information.
EBCE participants change placements frequently to
get a wide range of experience in both blue-collar and
white-collar jobs.#
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Incentive Programs

ome programs designed to
provide preemployment ex-
perience and career infor-
mation also offer incentives

to remain in school. One of the best known programs,
The Boston Compact Project, which began in 1982,
is an effort to bring together the resources of the
public schools and the business, university, and
labor communities to improve students’ academic
achievement and work preparation. The Compact,
as its name implies, is a formal, objective-based
agreement that stipulates the contributions each
entity will make to improve educational perfor-
mance, school attendance, and post-high school
opportunities.

In 1982, Boston public schools had a 16 percent
annual dropout rate, with less than 60 percent of any
entering high school class remaining long enough to
graduate. Under the terms of the Compact, the schools
agreed to reduce the dropout rate by five percent an-
nually and to work toward increasing attendance and
test scores. Businesses agreed to give priority hiring
status to a specific number of graduates, to increase
the number of summer jobs for students, and to sign
up at least 200 companies for a priority hiring effort.
The Compact was later expanded to include colleges,
which agreed to increase their enrollment rate among
Boston public-school graduates by 25 percent, and
labor unions, which pledged openings in apprentice-
ship programs to graduates on the condition that the
schools offer union-designed training curricula.

Currently, two initiatives are under way to address
the dropout problem in Boston. First, the school
system is attempting to create a dropout prevention
plan that will bring in community resources and deal
with structural barriers to school retention. Second,
Compact Ventures, a pilot program sponsored by the
Boston Private Industry Council in cooperation with
the schools, offers supportive services and employ-
ment incentives to high-risk ninth-graders in two
schools.

The Boston Compact has generally been considered
a success, although it has proven most adept at in-
creasing the employment of high school graduates.
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About one-third of the graduating class of 1986 found
jobs through the Compact, many in banks, insurance
companies, and hospitals, at wages that averaged $5.43
per hour. Some progress has also been made in im-
proving attendance and academic achievement, but the
dropout rate remains unchanged. The Boston economy
has been thriving in recent years, and it is open to ques-
tion whether the Compact will prove equally effective
in a slower labor market.®

Building on the Compact’s strengths, seven other
cities (Albuquerque, Cincinnati, Indianapolis, Louis-
ville, Memphis, San Diego, and Seattle) have also in-
itiated similar projects, tailored to their individual
communities, as part of a nationwide demonstration
program. Funding for the seven projects is supervised
by the National Alliance of Business, and is provided
by the US. Departraents of Labor and Health and
Human Services, along with grants from the Reader’s
Digest Foundation and the MacArthur Foundation.
Each participating city is working toward implemen-
ting formal, written compacts between public schools
and business, government, and higher education. The
agreements will specify overall goals for each city and
assign responsibility for attaining those goals to the
various parties to the agreements.?

As a more personalized incentive effort, New York
businessman Eugene Lang, who “adopted” a sixth-
grade class in East Harlem has guaranteed those chil-
dren funding for college or other continuing education.
Business philanthropists have followed suit in Dallas,
Boston, the District of Colurnbia, and other commun-
ities around the country.? Although dependent on the
goodwill of wealthy individuals, such programs offer
hope to young people who remain in school and pre-
pare for postsecondary education and training.

Recommendation #23: Federal and state govern-
ments should encourage state and local experimenta-
tion and partnerships between employers and state
and local authorities to promote better job-related in-
formation and more effective transitions from school-
ing into the workplace.
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LEARNING ONTHE JOB

mployers are the principal
providers of job-related
learning that qualifies Amer-
icans for their jobs and up-

grades then once they are on the job. As Table 4

shows—

* Only 55 percent of Americans get education or train-
ing that helps them qualify for their jobs. Schools
provide some or all of the qualifying training for 29
percent of Americans. By comparison, 26 percent get
some or all of their qualifying training informally
from their employers, and 10 percent get some or all
of their preparation for work through formal,
employer-provided training.

* Only 35 percent of Americans get upgraded once
they are on the job. Schools provide upgrading for
12 percent of Americans, and employers provide for-
ma!l upgrading for 11 percent and informal
upgrading for 14 percent.

If anything, Table 4 understates the employers’ role.
Employers not only provide formai and informal train-
ing on the job, they also pay for eight percent of the
schooling used by their employees to qualify for jobs
and 41 percent of the schooling their employees use
for upgrading.

As discussed elsewhere in this monograph, em-
ployer-based learning has a much more powerful im-
pact on earnings than any other kind of learning,
including schooling. The earnings returns from
employer-based learning are at least three times those
from schooling, probably because employer-based
learning, when done well, is provided in an applied
context.

Employer-based learning is also critical to the com-
petitive performance of American institutions. The
productivity returns to learning on the job are twice
those due to increased levels of education and almost
three times those due to new technologies. The ability
to teach employees and learn from them will only
become more important because—

* innovations, cost efficiencies, quality improvements,
and new applications for existing technologies are
increasingly derived in the workplace in the process
of making and delivering products and services;$?

* new technology increasingly pushes autonomy and
control of efficiency, quality, and innovation down
the line toward the mass of employees at the point
of production and service delivery;

* technology and financial capital are ever more foot-
loose, and competitive advantage increasingly
resides in the ability of organizational structures
and the people in them to accumulate new knowl-
edge in the workplace and turn it into salable in-
novations in the marketplace; and

® there is not much profit in major university-based
technical breakthroughs—all the real profit is in get-
ting the big idea to market fastest, making little im-
provements, and finding new applications for the
original innovation.

The ability to learn and teach in the workplace is
also critical because the worksite is the nation’s first
listening post for new knowledge and changing skill
requirements. Technical and economic change usually
comes in small bites on the job. Eventually, the in-
cremental changes accumulate to the point where they
add to the store of knowledge and require significant
skill changes. Employers need learning systems to cap-
ture new knowledge and teaching or training systems
to teach new skills. In addition, the nation needs strong
linkages between employers and external institutions
in order to transmit workplace learning and changing
skill requirements. Externa! R&D institutions need to
bhe linked to what is learned in the workplace because
they are responsible for integrating new knowledge
into the current store of learning and disseminating
new knowledge in the society at large. Education and
training institutions outside the workplace need to
be linked to the processes of skill change on the job
in order to prepare people for work and help upgrade
them.
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TABLE 4

SOURCES OF QUALIFYING AND UPGRADING TRAINING

Percentage With Qualifying Training Percentage With Upgrading
Occupational From Employer-Based From Employer-Based
Group Total School Formal Informal Total School Formal Iinformal

All employees 55 29 10 26 35 12 1 14
Nontechnical

professionals 92 87 6 16 47 47 10 1
Management support

specialists 77 52 1 38 52 20 20 17
General managers 7 43 12 39 47 18 17 16
Clerical workers 57 33 7 : 32 10 10 15
Sales workers 43 15 12 28 32 7 13 15
Service workers 36 13 9 18 25 7 8 12
Transportation

workers 36 2 8 26 18 2 6 9
Machine operators 37 6 6 26 22 3 4 16
Laborers 18 2 2 13 14 2 2 10
Technical

professionals 94 83 14 23 63 25 23 17
Technicians 85 58 14 32 52 20 18 19
Craft workers 66 1 16 44 26 7 7 13
Precision production

workers 61 17 15 38 36 8 13 18
Mechanics and

repairers 68 19 18 39 44 7 22 17
Extractive workers 56 4 13 48 34 6 13 18
Note: Some individual percentages add up to more than the totals because some employees receved training form more than
one kind of source.
Source. Carey, Max. Bureau of Labor Statistics, U S. Department of Labor, How Workers Get Therr Training (Washington, DC- U.S.
Government Printing Office, 1985)
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Assessing Workplace Leamning

lthough learning on the job
is the dominant mode for
preparing for work and the
most effective way to learn

applied knowledge, Table 4 shows that only small
percentages of Americans get any qualifying training
or upgrading from their employers. Moreover, anec-
dotal evidence suggests that most wo.kplace teaching
systems are weak, and workplace learning (R&D) sys-
tems are weaker stiil.

Why do employers invest so little in learning? The
principal reason is because it is difficult for them to
capture the benefits of their investments. Most em-
ployer-based learning teaches generic skills (a trend
that is intensifying as technology upskills jobs, deman-
ding more of those skills from employees). The prin-
cipal beneficiary of employer-based learning is there-
fore the trainee, who can use learning on the job to get
new and better jobs. That, after all, is how most peo-
ple progress in their careers.

Another reason that employers invest so _.itle in
training is because other employers who do not invest
in training can pirate trained employees away with
salary increases. For instance, suppose an employer in-
vests $5,000 in training an employee, and a second
employer invests $1,000 in a wage increase to lure away
that employee. The employee picks up $5,000 in in-
creased human capital and another $1,000 in wages.
The new employer gets $5,000 in human capital for
$1,000, and the employer who provided the training
loses a $5,000 investment.

The other beneficiary of emplo. rbased trzining is
society as a whole. As noted, the productivity returns
to learning ini the workplace are much greater than the
returns to other kinds of investments, yet a substan-
tial share of those returns accrues to the economy as
a whole and not to the employer who funds the train-
ing. Available analyses suggest that the societal
benefits from employers’ investments in R&D are any-
where from two to four times the returns to employers.
The ratio of employer benefits and societal benefits
from workplace training are probably similar.8

Employers are also discouraged from investing in
training because training often does not deliver the
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desired changes in competency or behavior. As in the
case of employer-sponsored R&D, some investments
will pay off, but employers do not know which ones.
Much of employer training attempts to respond to un-
precedented learning needs, and is, therefore, to some
extent experimental. Moreover, human development is
unpredictable. In the words of former Secretary of
Labor Ray Marshall, “We know that human capital in-
vestment works. But we don’t understand what we
know!” Evaluation of education and training programs
shows over and over again that everything works some
time and somewhere, but nothing works every time
and everywhere.

High cost is another disincentive for employers to
invest in training. Bishop found that on-the-job train-
ing during the first three months of employment costs
employers an amount equivalent to 80 percent of the
output of an employee with two years’ experience.®
Costs are incurred in both ihe development and de-
livery of training, and development costs alone can be
expensive. Rules of thumb on the expected ratio of
development to delivery time for different instruc-
tional methods are in Table S.

TABLE 5

CURRICULUM DEVELOPMENT HOURS VS.
DIFFERENT INSTRUCTIONAL METHODS

Ratio of
Curricutum Development Hours

instructional Method to Delivery Hours

Classroom instruction 50-1

Self-paced instruc- 100-1
tional materials

Computer-assisted 150-1
Iinstruction

Source Compiled from Head, G. Training Cost Analysis:
A Practical Guide, (Washington, UC  Marlin Press, 1985).
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As discussed previously, the most effective training
is delivered in the context of the job itself, but develop-
ing applied training programs can be time-consuming
and therefore expensive as Table 5 shows. The process
begins with an analysis of the skill requirements for
the jobs and matches those requirements against the
skills of the employees. Training programs are then
targeted at the performance gaps that are discovered.
Ideally, the programs are designed and delivered in the
medium that most closely simulates work processes,
and sometimes the medium itself can be very expen-
sive. The current shift toward computer-based simula-
tions is a case in point. Table 6 shows the average costs
for developing a computer-based training program.

TABLE 6

COST FOR DEVELOPING A
COMPUTER-BASED TRAINING PROGRAM

Equipment and materials $176,843
Project leader (90 days) 15,500
Instructional designer (150 days) 20,832
Subject-matter experts (20 days) 2,666
Total $215,841

Source: Compiled from Head, G. Training Cost Analysis:
A Practical Guide. (Washington, D.C.: Marlin Press, 1985)

The costs of delivering training include direct costs,
overhead, and the costs of taking people away from
their jobs to train.® Anecdotal evidence suggests that
the direct costs of training—costs of personnel, mater-
ials, and facilities plus per diem expenses—are only
25 percent of the real delivery costs. Overhead costs
are at least equal to the direct costs. The least visible
expense of delivering any training program is the cost
of taking the employee off the job. “Lost-opportunity”
costs include the wages that must be paid while the
employee is being trained and the productivity that is
lost because the employee is off the job.

How much does it really cost employers to train?
The direct cost of training one employee for one day
is a minimum of $250. Overhead costs add another
$250, and lost opportunity costs another $100. Thus,

48 the true cost of training one employee for a full day
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is at least $600. If an employer has 500 employees and
gives each of them five days of training each year, train-
ing will cost at least $1.5 million per year. Given that
the costs are high and there is no guarantee of returns,
it is easy to understand why so few employers provide
workplace training.

A variety of consequences result from the current
underinvestment in employer-based learning. The
most far-reaching effect is that learning has insuffi-
cient status in employer institutions at a time when a
volatile mix of technical, economic, and demographic
changes are making the ability to learn in the work-
place increasingly critical to competitive advantage.
At present, with the exception of a relatively small
number of progressive institutions, employers’ com-
mitment to learning is the missing link in the nation’s
human capital development system. The United States
invests heavily in formal education to prepare people
for work, but selection for jobs, appraisal on the job,
rewards on the job, and strategic thinking in the
workplace do not make proactive use of human cap-
ital. The nation’s current human capital strategy is all
wind-up and no pitch.

The current underinvestment in employer-based
learning systems also results in weak linkages between
employers and external education institutions, which
in turn slows the ability to transfer new skill re-
quirements and new knowledge from the wo. ~place
to teaching and R&D institutions. Weak linkages also
frustrate translating academic knowledge into useable
product.

The high cost of employer-based learning relative to
expected benefits to the employer also affects the
quality and distribution of training negatively.
Because development costs are high, employers often
use canned programs rather than training that simu-
lates the job and the institutional environment. Be-
cause delivery costs are high, thereis a tendency to rely
exclusively on informal on-the-job training. These fac-
tors play an especialiy large role in small employer in-
stitutions, which cannot spread development or de-
livery costs across a broad array of employees and can-
not afford to take employees off the job for training.

High training costs also tend to limit training to
white-collar and technicai elites (see Table 4). In tradi-
tional top-down institutions, those people have the
most control and are the best bets for high returns on
training investments. Because they have the most ed-
ucational preparation, they are assurued to be the most
trainable personnel as well. As nonsupervisory em-
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ployees become more important, training is being ex-
tended to a broader base of employees, but cost pres-
sures have frustrated the extent of this democratiza-
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tion—to the detriment of the institutional competitive-
ness of American employers and the career develop-
ment of American workers.

Private Strategies

he principal challenge for
increasing and improving
workplace learning lies with
American employers. Each

empioyer’s training needs are different, and there is no
single level of commitment to training appropriate for
all employers. How much training should the nation’s
employers provide? It is difficult to say. The current
commitments to formal learning, whether it’s de-
livered through job rotation, mentoring, self-study,
classroom training, or any other delivery method is in-
sufficient. The current overall financial commitment
is less than two percent of payroll, and covers only
slightly more than 10 percent of employees, is substan-
tially below commitments in the nation’s more suc-
cessful employer institutions. To increase formal work-
place learning, employers should set a target of four
percent of payroll, which is in line with current com-
mitments in institutions that utilize training effectively.
A four-percent target, however, more than twice the
current commitment, cannot be achieved with any
degree of quality any time soon. As a result, we would
suggest the need to increase financial commitments
to training in two phases.

Recommendation #24: The employer community
should set an interim target of spending two percent
of payroll nationwide, or an increase of $14 billion over
current expenditures, for training and development.
The interim target would increase total commitments
to $44 billion and increase coverage from the current
10 percent of employees to almost 15 percent.

Recommendation #25: Employers should set an
ultimate goal of spending four percent of payroll na-
tionwide, or an increase of $58 billion over current
commitments, for training and development. The final
target would increase commitments to $88 billion and
increase coverage from the current 10 percent to
almost 30 percent of employees.

In addition to increasing resource commitments,
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employers will need to integrate their human resource

development structures into institutional culture and

structure—

* to accelerate and cushion the impact of change;

* to encourage learning that drives efficiencies,
quality improvements, new applications, and
innovations;

* to reduce the time it takes to get innovations to
market;

* to encourage flexibility rather than resistance to
change; and

* to provide products and services tailored to
customers’ needs, as well as good customer service.
As stated earlier, employers will need to push the

human resource development activity as close as
possible to the point of production and service
delivery, and to the interface between the institution
and its suppliers and customers. Technical changes
have their greatest effect on production and service
delivery employees. As a result, those employees have
much to learn. They also have much to teach because
their hands-on experience with the product and cus-
tomer contact make them prime experts and the front-
line listening posts for new efficiencies, quality im-
provements, new applications, and innovations. After
all, the people who use products and services—the
customers—know most about products’ and services’
strengths and weaknesses and should be listened to
carefully.

Recommendation #26: Human resource develop-
ment should be integrated into the employer institu-
tion. Success in this effort will require the following:
¢ leadership—the CEO must make training a priority;
¢ institution building—the training and development

executive must be a full member of the senior

management team;

¢ integration--line managers throughuut the institu-
tion must be responsible for training and develop-
ing their subordinates; and

¢ accessibility—training must be available to all 49
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employees and not just white-collar and technical

elites.

The state of the art in workplace learning far ex-
ceeds the state of practice. Employers need to bring the
practice into line with the art.

Recommendation #27: Employers should—
¢ treat training as an investment with the same payoff

as R&D; and
¢ share with one another development and delivery

costs of training materials, technologies, and basic
research on applied learning among adults.

The fundamental pedagogical strength of employer-
based training is that it can be applied. Applied learn-
ing works best because it embeds new knowledge in
a context that is meaningful to the learner. New knowl-
edge delivered in the context of work activities moti-
vates learners and can be practiced immediately. Yet
all too often, employers do not use their natural peda-
gogical advantages, but rather transfer the deductive
methods characteristic of the schools.

Recommendation #28: Employers need to use an ap-
plied pedagogy in developing workplace curricula. To
the extent possible, learning should be embedded in
work processes.

The most profound challenge facing American
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employers is to give learning itself more standing in

the workplace.

Recommendation #29: Employers should create two
kinds of learning systems:

* a training and development structure that teaches
employees required new skills; and

* a system that allows employers to learn from their
employees in order to capture cost efficiencies,
quality improvements, new applications, and in-
novations that employees discover during the pro-
duction, testing, and use of products and services.
Recommendation #30: To give teaching and learn-

ing more standing in the American workplace, em-

ployers should connect them to performance-based
selection, appraisal, and rewards. Employers need
to—

* communicate work requirements to educators and
select new employees on the basis of their academic
performance;

¢ include appraisals with a training and development
plan to improve performance; and

* reward employees for learning and for contributing
new knowledge that results in cost efficiencies,
quality improvements, new applications, and
innovations.

Improving Linkages

earning all by itself has little
economic value. In order to
gain value, learning needs to
be linked to real world appli-

cations and to the performance of individuals, work-
ing teams, and whole institutions. The first link in the
chain occurs in the development, delivery, and evalua-
tion of the learning experience itself. As discussed
above, the most effective learning experiences are
those that are developed, delivered, and evaluated in
an applied context. Learning experiences developed in
an applied fashion have the best chance of affecting
performance. They are least expensive when delivered
on the job because employees are not removed from
the worksite, reducing productivity losses, travel costs,
and replacement costs. Also, learning that is embed-

50 ded in work processcs engages the learner best

because it provides an obvious connection between
knowledge and job responsibilities. An applied ap-
proach to learning al<o provides immediate applica-
tion and practice in the use of new knowledge. Final-
ly, learning that is evaluated on the job ties learning
experiences to performance.

Employers can build state-of-the-art systems for
training and extracting knowledge from employees,
but if learning systems are not linked to hiring, evalua-
tion, and reward systems, they will have little impact.
This second link in the chain, the link between lean-
ing and human resource management practices, is all
important. When people are selected for ‘obs, their
skills need to be matched with the skills 1t :quired to
perform the tasks that comprise the job and the roles
required to be an effective member of the working
team. Any gap between the skills required and the
skills of the job applicant need to be closed with some
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kind of tailored learning experience. Effective selec-
tion presumes employers will use state-of-the-art tech-
niques to analyze jobs and job applicants and design
learnir:g experienccs that result in an effective match
between jobs and people. Much the same is true
for performance appraisal and reward systems. Per-
formance appraisals should specify performance
problems and specify learning tieatments to close per-
formance gaps. Rewards should be predicated on
performance.

The third link in the chain is between human
resource management and the strategic change pro-
resses in employer institutions. The use of human
resources ought to be on a par with the use of finan-
cial, technical, and marketing tools in meeting the
strategic goals of employers. As discussed previously,
the effective utilization of human resources .n the
workplace will require at least two kinds of learning
systems: a teaching system to upgrade skills contin-
ually to match new job requirements and a learning
system to extract new knowledge from einployees in
order to improve efficiencies and quality and to
develop new applications and innovations. Without
such teaching and learning systems, the rate at which
the employer responds to competitive changes will be
slowed, and the ability to innovate will be reduced.

In addition to linking learning to jobs, human
resource management systems, and strategic change
processes inside the workplace, employers will have
to link to institutions outside the workplace as well.
The importance of external linkages stems from the
fact that the performance of every employer depends
on a complex network of other employers who provide
critical manufactured items and services. The ski
resort operator relies on equipment manufacturers as
well as food service vendors and hotel operators to
deliver a recreational service called skiing. To produce
and deliver a car, the car manufacturer relies on equip-
ment suppliers in manufacturing, raw material sup-
pliers ii extractive industries, and dealers, financiers,
and marketers in service industries. Almost every
employer is a member of a complex network of ser-
vice, manufacturing, and extractive institutions. In the
final analysis, the quality of performance in the entire
network determines the competitive performance of
the network'’s individual employers. As a result, every
employer needs to establish effective linkages within
its network of suppliers in order to assure that train-
ing and learning systems are in place that will
guarantee state-of-the-art components and services
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and, therefore, assure the overall quality of the
employer’s final product.

Employers also need to link with external educa-
tion and training institutions in order to guarantee a
quality supply of entry-level employees and to assure
a high-quality supply of upgrading training forexisting
employees, should the employers want to buy training
rather than provide it internally. The linkages to exter-
nal education and training institutions are of growing
importance for a variety of reasons: First, the number
of 16-to-24-year-olds is declining a#nd is increasingly
made up of people in whom our previous human de-
velopment investments have been insufficient. At the
same time, skill requirements for work have been in-
creasing. The resultant scarcity of qualified entry-level
employees will require that employers take a greater
interest in the effectiveness u! cducation and training
institutions outside the workplace to prepare young
Americans for work.

A second reason that employers will need stronger
linkages to external education and training institutions
is to insure the quality of their temporary employees.
As economic and technical change accelerates, mar-
kets expand and contract with remarkable speed. As
a result, employment security has been reduced for
many employees, and more and more employers have
created two-tiered work forces. One tier includes a core
group of permanent employees who rema:n with the
employer through thick and thirn. The second tier is
made up of employees wio are hired as needs dictate;
their number increase s or decreases with demand for
the employer’s products or services. Employers have
litgle control over the quality of their flexible work
forces. Moreover, as the available labor pool becomes
smaller and increasingly made up of the unprepar.,
the quality of that flexible labor pool will surely
decline.

The current benefits debate complicates the picture.
One reason employers streamline their permanent
work force is to save on rising benefits costs. Current
legislative efforts are likely to extend health, pension,
parental-leave, and day-care benefits to more
employees and to make those benefits portable. To
mitigate their costs in supporting those benefits,
employers will want to keep their work forces at a
minimum, which will create a greater dependence on
external suppliers to provide them with well-educated
and trained temporary employees.

Ultimately, it is in the interest of all the employers
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and to absorb new knowl=dge as quickly as possible.

Strong linkages among employers in the same eco

nomic networks and between employers and external

education, training, and R&D institutions can accel-

erate the transfer of learning to everyone’s advantage.

In addition, to the extent employers share the generic

new learning with other employers or external educa-

tion and training institutions, they can—

* reduce their own training and R&D costs;

* improve the quality of learning among other
employers critical to their own success; and

* improve the quality of education, training, and R&D
in external education and training institutions on
which they rely for entry-level preparation, up-

grading, and basic R&D.

In order to develop successful linkages, employers
need to be able to distinguish between new learning
that is useful only to them and the more generic kinds
of new iearning that is useful to their suppliers and
external education and training institutions. The pro-
cess of skill change is a case in point. Skill changes in
the workplace usually occur incrementally. Initially
they are learned informally, but when a sufficient
amount of new skill requirements accumulates and
enough people are affected, a formal training program
can be built. If an employer is experiencing sufficient
skill change to justify a training program, the odds are
great that the need extends beyond that particular in-
dividual employer institution. Some of the training
needs will be specific to the culture and competitive
niche of the employer, but some of it is likely to be
generically applicable to the needs of other employers
or even to the preparatory education and training of
entry-level employees in the affected occupations. At
that point, it is in the employer’s interest to share the
costs of the generic training with other employers or
external education and training institutions.

Link 1ges that would encourage employers to share
new learning more quickly would provide both public
and private benefits. Individual employers cculd
reduce costs and get a higher quality of learning. The
public benefits would come in the form of higher pro-
ductivity in the economy as a whole, resulting from the
quicker transmission of new learning among em-
ployers and between the workplace and external
education, training, and R&D institutions. Linkages
that encourage employers to share generic training
might be especially helpful in the current economic
context. New technologies have reduced the job-spe-

82 cific content, and increased the generic skill re-
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quirements, in a vast array of jobs. That trend toward

generic skills suggests the possibility of offloading a

substantial amount of training that is currently pro-

vided formally or informally on the job.

Recomn ' ndation #31: Workplace learning needs to
be closely linked to the performance of individuals,
work teams, and strategic change processes in em-
ployer institutions. In order to encourage more effec-
tive external linkages, employers need to—

* embed learning in work processes;

* connect learning to performance-based selecticn,
appraisals, and rewards systems in the workpluce;
and

* build a stronger link between learning and human
resource management and the strategic goals of
emnloyer institutions.

Recommendation #32: Employer strategies and gov-
ernment policies need to be developed to link em-
ployers closely to their networks of suppliers and to
external education, training, and R&D institutions.
More specifically—

* employers should set performance standards linked
to learning systems for supplier institutions;

* employers should require that suppliers provide
quality training to customers to assure effective use
of supplier equipment, components, or services; and

* employers and the government should provide
resources to conduct R&D on best learning prac-
tices linking employers to suppliers and external
education and training institutions.
Recommendation #33: In order to encourage a mor.

efficient use of the nation’s learning institutions and
allow access to training and development for all em-
ployers and individuals, the government, in conjunc-
tion with employers, should disseminate model prac-
tices and provide incentives for employers to offload
the more generic kinds of training into external educa-
tion and training institutions.
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Public Policies

comprehensive improve-
ment in the quality of learn-
ing on the job will have to be
driven by both private and

public efforts. Clearly employers will have to make real
commitments to making improvements. Not all
employers can afford such commitments, however,
unless federal and state governments offer some help.

Public strategies to encourage employers’ com-
mitments to workplace learning should emphasize
two complementary approaches. First, policies that
will increase the demand for workplace learning are
needed.

In the past, the nation has created similar policies
to increase investments in technology. In the 1960s, to
counteract a perceived underinvestment in machine
capital, the government gave employers investment
incentives in the form of depreciation allowances,
reduced taxes on profits from investing in capital, and,
eventually, investment tax credits. In the late 1970s, to
encourage investment in R&D, the government again
offered an investment tax credit. The same approach
will be the keystone in any policy designed to build a
high-quality workplace learning system.

Investment incentives that allow employers to share
with the government the developmental and delivery
costs of employer-provided learning would improve
both the quantity and the quality of training in the
workplace. Employers who already buy training would
do more training in-house and would buy more train-
ing outside because the subsidy would reduce costs.
A subsidy would also encourage employers and sup-
pliers to provide job-related training. With investment
incentives in hand, employers of all sizes could develop
consortia to develop and deliver training, deliver train-
ing themselves, or contract with public or for-profit
training suppliers. Employers already buy almost 40
percent of their training from outside sources,’ but
with investment incentives, small employers would
likely increase the amount of training they purchase.
Incentives would create a market that would encour-
age fruitful competition among the many and various
training suppliers outside the workplace.

based learning will not be enough by themselves, how-
ever. A complementary set of policies will be required
to increase the quality of the training that is supplied.
These supply-side policies should include grants to
help training suppliers outside the workplace meet the
expanded demand. Grants should be available to help
pay the developmental costs of new training curricula
and of forming linkages with employers.

In addition, public funds should support efforts to
improve the state of the art in employer-based learn-
ing. The nation’s workplace learning system is scat-
tered among myriad employers and training suppliers.
No central institutions bring any coherence to the
effort. Public funds need to be made available to inven-
tory existing programs, evaluate them, disseminate
models of best practices, conduct basic R&D, and en-
courage partnerships among employers and between
employers and suppliers.

Investment Incentives for Employers

The most direct approach improving the quantity
and quality of learning in the workplace would be to
enact some form of tax incentive to encourage em-
ployer-based training.®? The current tax system does
not favor employer investments. Only a small propor-
tion of employer spending for training can be treated
as a business expense. Deductible expenses include
travel costs and any materials or resources bought out-
side the employer institutions. In mostemplo i train-
ing programs, those expendable items amount to no
more than 15 percent of the total costs of training.%?
A tax-based investment incentive—a training tax credit
—would encourage responsive adaptation to economic
and technological change by putting investment in
human resources on a more equal footing with invest-
ment in machines.

Using human resources as a competitive resource
decreases the likelihood of allowing technological
investment alone to drive competitive strategies. An in-
vestment strategy that relies on technology alone tends
to encourage disloration and to result in insufficient
numbers of people who are trained to use the new

Policies to increase the overall amount of employer- technology that is adopted. But if training investm=nts 53
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are apparent, employers are less apt to fire employees
during downturns or periods of ecoromic and techno-
logical change, because firing means the loss of a train-
ing investment.

Some people might criticize the notion of a tax
incentive for employer-based training because they
believe the credit would simply result in substituting
formal training for informal training that already
occurs. There are, however, several very good reasons
for shifting from inform- { to formal training. Much in-
formal on-the-job trai.ung is ineffective, inefficient, and
unfairly distributed because of its informality.

Moreover, a tax incentive for employer-based train-
ing would have important indirect effects that would
ultimately improve the state of the art in workplace
learning. Currently, the human resource function is a
relatively weak political institution insidc the work-
place; a tax credit would give power to human resource
professionals. In addition, the external authority of a
tax credit would increase the visibility and strategic
role of training in those institutions. Finally, a tax
credit would provide a rallying point for the human
resource development community, encouraging pro-
fessionalism and state-of-the-art improvements in
workplace learning.

The current structure of employer-based training is
highly decentralized and fractionalized in most em-
ployer institutions throughout the nation. There is no
regulation, legislation, or institution that focuses on
the state of the art in employer-based training. An
employer tax credit for training would encourage the
nation’s employers to enter into a dialog with the
government over the accounting and programmatic
issues associated with the tax incentive. Once the
employer community began to focus on training, the
possibilities for sharing and improving the state of the
art in workplace learning would be greatly enhanced.

A tax incentive would also enhance the status of
training in individual employer institutions. Em-
ployers would discover how much training they were
doing, and once they understood how much they were
spending, they would be more interested in evaluating
and improving training effectiveness.

By encouraging the evaluation of programmatic ef-
fectiveness, the tax incentive would improve the art of
training over time. Moreover, a stronger and more pro-
fessional human resource development system in em-
ployer institutions would make it much easier for
external education and training institutions to forge

54 partnerships with employers. Over the past 20 years,

educators and public job trainers have attempted to
work with workplace training institutions but have
had relatively little success, in part because neither the
function nor the training and development profession
in the workplace is sufficiently organized or em-
powered to make successful partnerships possible.

A better understanding of training and development
in the workplace would help education and training
providers outside the workplace to develop practices
that complement learning on the job. Therefore, an
investment incentive would create stronger linkages
between learning on and off the job and encourage
amore cohesive lifelong sequence for job-related
learning.

Program Experience: Several tax subsidies for
emplo/ment and employei-based training have been
introduced in the past, with mixed success. The WIN
prograny’s tax credit, developed in 1971 as a tool for en-
couraging employers to hire welfare mothers, has been
a dramatic failure. The credit was claimed by employ-
ers for no more than 50,000 persons in any one year.
Over a two-year period, when 500,000 WIN recipients
entered the labor market, only 88,000 credits were
claimed.®*

In contrast, the New Jobs Tax Credit (NJTC) of 1977,
2 $4 billion program not restricted to the disadvan-
taged, had some positive results but did not become
widely known in the employer community before
being replaced by the Targeted Jobs Tax Credit (TJTC)
of 1978. TJTC was established as part of President
Jimmy Carter’s Private Secior Initiative Program and
returned to a highly targeted approach aimed pri-
marily at assistance to the poor. TJTC has been ex-
tended and amended several times since 1978, most
recently by the Technical Corrections and Miscellane-
ous Revenue Act of 1988, which extends authorization
of the program through December 31, 1989.

Like the WIN credit before it, TITC has been used
almost exclusively to subsidize low-skilled jobs. Under
the 1988 amendments, for each eligible employee
hired, employers receive a tax credit equal to 40 per-
cent of the annual wages paid during the first year
of employment up to a maximum earnings level of
$6,000, or a $2,400 credit. For the summer youth pro-
gram, employers may receive credit equal to 40 percent
{(down from 85 percent before the 1988 amendments)
of the first $3,000 in wages, for a maximum credit of
$2,500. The law also adds a minimum employment
period of 90 days or 120 hours before an employer can
claim the credit for hiring a targeted individual except
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in the case of summer youth employees whose min-
imum period is 14 days or 20 hours.

Persons eligible for the program now include
recipients of Supplemental Security Income (SSI),
those who received more than 30 days of general
welfare assistance, handicapped persons referred by
vocational rehabilitation agencies, economically dis-
advantaged youths between the ages of 18 and 22,
economically disadvantaged Vietnam-era veterans,
cooperative education students, and economically
disadvantaged ex-offenders. Eligibility for the program
must be certified by designated local agencies, such
as the Employment Service, which issues vouchers to
participants.

Initially, 25 percent of the recipients were registered
after they were already on the job, but changes in the
program made in 1983 prohibited retroactive eligibility
certification. Those changes also expanded the pro-
gram to include economically disadvantaged youth in
need of summer jobs, AFDC recipients, and WIN reg-
istrants formerly served by the WIN tax credit, and
limited the eligibility of cooperative education stu-
dents to those who are disadvantaged.

Since the inception of the TJTC program, the chal-
lenge has been to encourage employers to participate.
The number of job credit vouchers issued in 1987 (the
latest full-year data available) was 1.2 million, with
only 598,200 (around 50 percent) of the certifications
claimed by employers.®* The Congressional Budget
Office estimated that in 1984 vouchers were used by
about 10 percent of employers, who claimed the credit
for fewer than 10 percent of the eligible workers they
hired.

Several problems have been identified as contri-
buting to weak ei. ployer participation in TITC. Some
are reluctant to participate because the tax benefit is
small, and businesses with little or no tax liabilities
from which to deduct the credit therefore receive no
benefit. Also, it appears that many certified eligible
workers are unwilling to identify themselves to em-
ployers because of the stigma attached—many employ-
ers view those people as “undesirable employees” who
would not perform adequately if they were hired. In
one experinient, people who presented their vouchers
were ultimately less successful in securing jobs than
those who did not.

Most participating employers tend to have large
numbers of employees, high turnover, high new-hire
rates, and an unskilled, usually nonunion, labor force.
They usually pay low wages and are likely to be part
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of chains or other multiestablishment corpuizions.
Finally, they frequently have experience in dealing
with government agencies and are not frightened
by the red tape involved. Fast food and hotel chains
appear to be major users of the credit.

The program also has administrative problems,
including lack of funding and personnel. States vary
widely in the proportion of eligibles who are certified,
indicating the unevenness of administration
nationwide.

Bishop has recommended some changes that would
improve the program’s cost-effectiveness and utiliza-
tion by employers. Substituting “low-income unem-
ployed adult” (over age 25) category for the more stig-
matizing AFDC, General Assistance, SSI, ex-convict,
and Vietnam veteran classifications is one suggestion.
Others include protecting employers from the danger
of being sued for giving hiring preference to TITC
eligibles, reducing the first-year tax credit from: 50 per-
cent to 25 percent for adults and from 85 percent to
50 percent for disadvantaged youths, adding a $4,000
subsidy for training costs, and increasing administra-
tive efficiency through incentive payments to local
Employment Service offices and outreach programs
targeted to firms that might hire large numbers of
TJTC eligibles. (As noted earlier, the 1988 amend-
ments to TJTC reduced the percentage of earnings
allowed as a credit for both youth and adults and
eliminated entirel; a second-year credit for adults, but
Bishop's other recommendations are still pertinent.)

In sharp contrast to TITC, New Jobs Tax Credit
(NJTC), which preceded it and did not target hiring
subsidies for the disadvantaged, was much more
heavily used by employers even though its one-year life
prevented wide exposure in the employer community.
It was also “‘marginal,” applying only to additional
employment, and therefore was potentially more cost-
effective. The credit amounted to 50 percent of the in-
crease in cach employers’ wage cost above 102 percent
of the previous year’s wage bill. The base for the credit
was the amount of wages subject to Federal Unemploy-
ment Tax Act (FUTA) contributions up to the 1977
statutory limit of $4,200 per worker, so the maximum
credit was $2,100 per worker. To prevent substitution
of lower-paid or part-time workers for existing workers
with higher annual earnings, the credit was further
limited to 50 percent of the increase in total wage and
salary payments over 105 percent of those for the
previous year. Credit limitations for each individual

employer were $100,000 or 25 percent of the total of S8
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current compensation up to $4,200 per employee. In
practice, that limited the credit to up to 48 employees
earning $4,200 or more per employer.

There was no widespread promotion of the NJTC
program, and a survey conducted for the Department
of Labor by the Bureau of the Census found that only
about a third of the employers responding were aware
of the credit in February 1978. Another survey con-
ducted by the National Federation of Independent
Businesses found that only half of small firms re-
sponding knew of the availability of the credit as late
as April 1978, when their 1977 tax returns were being
prepared.

Nevertheless, in contrast to the current Targeted
Jobs Tax Credit, NJTC was widely used. The Depart-
ment of the Treasury reported that firms claimed $1.5
billion in tax credits and created 1.1 million jobs in
1978 by using NJTC, whereas in 1979 (the first partial
year of program activity), fewer than 25,000 companies
made use of TJTC and, in 1980, certifications by the
Employment Service totaled no more than 306,000 for
the entire United States. Subsequent analyses suggest
that 300,000 to 700,000 of the new hires under NJTC
were people who would not have been hired otherwise.
The net cost to government for each new job was about
$2,600 to $4,400 per new hire, which compares favor-
ably with all other forms of job creation.”

The estimated effects of NJTC are surprising not
only because of the lack of awareness of its availability
among employers, but also because the high base of
102 percent of previous employment made many busi-
nesses, especially during a recessionary period, unable
to reach the threshold for the credit. The ceiling of
$100,000 (or 48 additional full-credit employees) also
may have decreased availability to large, rapidly grow-
ing firms that might otherwise have made use of the
credit.

In summary, the nation’s experience with tax credit
programs shows that full benefit from those programs
depends on careful formulation and avoidance of pro-
visions that undermine acceptance among employers
and employees.

Criticisms: Critics of employer 1ax credit programs
frequently point to their “windfall” nature, parti-
cularly for firms that might have hired and trained the
same employees without the tax credit. In fact, how-
ever, the windfall is probably less for a marginal wage
or training subsidy than for other forms of job crea-
tion. The cost-sharing implicit in a marginal subsidy

56 discourages unnecessary hiring. Moreover, adjusting
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the historical base that triggers th: subsidy can curb
the windfall that might result from: subsidies for em-
ployees who would have been hired anyway. NJTC,
for example, could have used 104 rather than 102 per-
cent of the prior year’s wage bill as the threshold for
eligibility.

Even so, some windfall is inevitable in any incentive
strategy that uses the carrot of subsidy rather than
the stick of direction and reguiation. The government
already tolerates many such windfalls in its economic
policies, because they are an inefficiency the nation is
willing to tolerate in its capital subsidies. For instance,
R&D tax credits, investment tax credits, and depre-
ciation allowances all pay for substantial amounts
of plant and equipment that would have been procured
anyway.

The question of whether it is better to deliver such
incentives through appropriated programs or through
the tax code remains. The tax credit is the principal
device for providing incentives for employers. It is
popular because it allows individual and institutional
choice about participation. Tax-based delivery systems
are also flexible; program levels and appropriations
need not be established before the actual use of a tax
incentive, and use can vary over time without chang-
ing the system. Tax programs are generally regarded
as cheaper to operate than appropriated programs,
although administrative and compliance costs are
often vastly underestimated.

One of the greatest difficulties associated with tax-
based employment training subsidies is attracting
employers to the programs. Firms that pay no taxes,
of course, cannot participate in a subsidy program at
all, and employers that pay little tax have little incen-
tive to participate. Frequently, these are the very small
businesses that could supply many of the new jobs
that are needed.

A refundable tax credit resolves much of the prob-
lem. Even refundability, however, would not open
participation to private not-for-profit and public
employers. Because almost one in every three Amer-
ican jobs is paid for with public or not-for-profit funds,
participation of such firms would expand the range of
a subsidy program greatly and would be desirable.
In sum, if a wage or training subsidy is to reach all
major employers, it would have to be refundable and
include an appropriated element in the form of a train-
ing voucher.

Advantages: Marginal wage and training subsidies
are the best way to create jobs and encourage training
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because they are the least expensive. The most expen-
sive strategy is general expansion. It has been esti-
mated that in 1978, at least $44,500 of general spending
increases or tax cuts was required to create a single
job. Tax cuts targeted on investment rather than con-
sumption create even fewer jobs. Costs vary tremen-
dously among more specialized job-creation strategies.
A job created through expansion and public works
spending costs as much as $30,000. Public service
jobs can cost up to $9,000. An untargeted wage or
training subsidy that pays only part of hiring costs,
however, costs somewhere between $3,000 and $8,000
per new job.%

Marginal wage and training subsidies could also be
constructed to maintain jobs for employees threatened
with dislocation. Subsidies allowed during downturns
could maintain employment at reduced prices. The
cost of wage subsidies to sustain employment would
be offset by savings in unemployment insurance and
revenue recaptured through taxable wages. Output
would be generated at lower prices, thereby reducing
the burden on macroeconomic restraint.

In additiun, a marginal subsidy would require an
employer’s contribution, which would encourage
continued employment only for workers the company
truly intends to keep over the long term. Employees
would be maintained in real jobs as opposed, for in-
stance, to make-work jobs that have little positive
impact on productivity and prices. In addition, keep-
ing employees in the work setting gives them the op-
portunity to use their skills and even increase them
if slack time is used for on-the-job training.

Design Issues for Employer
Training Incentives

The targeting of eligibility for an en_ployer-based train-
ing incentive is a major issue. The appropriate target
population depends on the goal of the incentive. If the
goal is to promote the competitiveness of American in-
stitutions, then targeting ought to be minimized, as has
been the case historically in programs of this kind. In
the early 1960s, the incentives for investment in
machine capital did not target beneficiaries among the
employer population. Legislators did not care that
well-heeled engineers got to us= expensive machinery
paid for in part by public contributions. The purpose
was to improve overall productivity, not to redistribute
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earnings potential among employees.

Experience with the TJITC and the NJTC demon-
strates that employers are willing to accept public sub-
sidies as long as the subsidies do not interfere with
their strategi~ goals. Reducing hiring costs will en-
courage more hiring and reducing training costs will
encourage more training, but only if hiring and train-
ing are viewed as effective means toward the accomp-
lishment of strategic goals in the first place, and only
if the employer decides whom to hire and train.

Minimal targeting, however, does not mean no tar-
geting. Indeed, some degree of targeting is possible
and advisable. For instance, if the goal were to build
a more equitable training system, training could be
subsidized for workers other than the white-collar and
technical elites who get the most training now. Policy
makers should recognize, however, that training incen-
tives targeted on nonsupervisory workers may trade
some efficiency for equity. One could argue—and the
current distribution of employer-based training seems
to support the argument—that training produces the
highest payoffs among white-collar and technical
elites, who have the most educational preparation and
the greatest control in employer institutions. Never-
theless, a trairing incentive could be targeted on non-
supervisory personnel. Some training already occurs
among those workers, and employers would respond
to an incentive because nonsupervisory personnel are
becoming ever more important to efficiency, quality,
and the development of new applications for existing
products and services.

Alternatively, public policy makers could decide to
target specific kinds of training. They could allow sub-
sidies for training managers and supervisors but not
executives. In the technical training area, policy
makers could decide to exclude technical elites and
allow subsidies for training technicians, technologists,
and craft and skill employees.

What kind of employer-based training activities
should be subsidized? One can make a good case for
subsidizing development. Proper development of train-
ing is the single best guarantor of effective training and
should be encouraged, especially given its high cost.
Training delivery could also be subsidized. A mini-
mum-investment incentive could focus on the direct
costs of delivery. Subsidies limited to direct costs
would exclude any subsidy to overhead and the wage
costs of trainees, which represent as much as two-
thirds the full cost of training. The rationale would be

to subsidize only the actual costs of the learning ex- 57
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perience itself, including the costs of the trainer as well
as the use of the facility, equipment, and materials.
Subsidies to overhead might bias the choice of delivery
toward internal provision as opposed to external pro-
viders. Subsidies to wage costs might encourage
employers to train off the worksite.

The one direct cost that ought to be exciuded is that
of transportation. Employers should be encouraged to
develop training methods for the workplace rather
than to ship trainees off-site. Excluding overhead, wage
costs of trainees, and travel would also give subsidies
a bias toward training equity—training overhead and
travel tend to be characteristic of employer training
efforts for managerial and technical elites. In addition,
employers would be given the wrong incentive to train
higher-salaried employees if some portion of the wage
costs of trainees were subsidized.

A training subsidy that focused on the total costs of
development and the direct costs of delivery would
provide more powerful incentives for development
than delivery. Assuming a 20-percent tax credit, the
subsidy to the development of the $215,000 computer-
based program in Table 6 would be $43,000. The sub-
sidy to a training program that cost $600 per day in
total costs but only $175 per day in direct costs ($250
minus a 20-percent average transportation cost) would
be $35 per trainee day. The subsidy is a sensible
approach—once training has been developed, it is
likely to be used with a minimum of subsidy to direct
costs. Moreover, the limitation on the amount of sub-
sidy to overhead and wages should encourage the
more generic kinds of training that rely less on cur-
rent employer overhead. Finally, the encouragement
of more generic kinds of learning should encourage
stronger linkages betwezn employers and external
education and training institutions.

Another issue is the size of the subsidy itself. Purists
would argue that the public sector should pay the full
cost of the public benefit and the employer should pay
for the full cost of the private benefit. It follows that
if the society and the emnloyer split the benefits to
training nearly evenly (as in the case of employer
spending for R&D), then the public ought to subsidize
half the costs.? Subsidies for development ought to
leverage delivery. In addition, as argued above, ex-
cluding overhead and wages from costs will encourage
more generic kinds of training, encourage employers
to link with outside suppliers, and encourage more
training of nonsupervisory personnel. Moreover, a

88 large subsidy is not necessary to focus employer atten-
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tion on job-related learning. Employers would pay at-
tention to such learning anyway, because it results in
quality impmvements.

Accountability is another issue in the development
of an incentive for employer-based training. The
market discipline inherent in a marginal subsidy
should solve the problem. The training subsidy would
apply only to new training over and above what the
employer is already doing. Also, subsidizing a minority
of the costs to employers would help ensure wise use
of the money. It is doubtful that a public subsidy
would exceed 20 percent of the total costs of new train-
ing to employers, and only a foolish employer would
pay 80 cents to get 20 cents from the government.

Ultimately, the major questions surrounding the ad-
visability of an employer investment incentive for
training center on its effects on the overall quantity and
quality of training. Evidence suggests that the R&D
tax credit’s effect was “unitary’—a one-percent in-
crease in the incentive resulted in a one-percent in-
crease in corporate spending for R&D. Therefore, it is
reasonable to expect that a tax credit for 20 percent of
new training expenses would result in a 20-percent in-
crease in employer spending for formal training. The
current cost of formal employer-based training, $30
billion, would increase by $6 billion. If the available
evidence on R&D spending is a good yardstick, then
the benefits to individuals and the society as a whole
from that additional spending would be two to four
times as high as the benefits to employers. Moreover,
it would cost the government only $600 million in lost
revenues to leverage $6 billion in new employer spen-
ding for human resource development.

Recommendation #34: The centerpiece of any
strategy to improve the quality of work-related learn-
ing must be investment incentives to increase the stan-
ding of learning in the American workplace. They
should be delivered as tax-based investment incentives
providing partial subsidies for the developmental and
delivery costs of training.

Investment Incentives for Employees

Incentives for employers to sponsor training will not
be enough. As with capital, machine, and R&D invest-
ment incentives, the principal purpose of an employer-
bascd training subsidy is to improve employers’ per-
formance, but many employers may decide not to take
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advantage of it. In addition, the kind and quality of
training offered will suit employers’ needs and not
necessarily employees’ career development goals.
Moreover, as product and service markets are be-
coming increasingly decentralized and teinporary, the
basic commitment between employer and employee is
declining. As explained previously, many employers
have already decided to react to fluid mark. s and
climbing costs of benefits by creating a dual labor
force. Job security and training commitments are
made to one group of employees while contractors and
part-timers are used according to expanding and con-
tracting product or service demands.

As a result of the declining ¢ s mmitment between in-
dividual employers and employees, employees are be-
coming more and more responsible for their own
career development and employment security. That
emerging reality is not without profound political and
financial repercussions. As job security declines,
American workers are demanding the tools that will
allow them to make successful career transitions while
protecting their families. In the politica! domain, there
is increasing talk about portable pensions, day-care,
parental-leave, and training. At the moment, the public
treasury is bankrupt, and there is growing pressure to
pay for those new benefits with tax increases and by
mandating that employers provide benefits. The irony
is that if employers are asked to shoulder more health-
care, pension, day-care, parental-leave, and training
costs for workers, employment costs w-ill go up, and
employers will be forced to reduce the number of full-
time workers.

In the past few years, as more attention has been
focused on the need for continuing retraining to meet
changing technological requirements, there has been
a lively discussion of how employees might be en-
couraged to undertake training as a form of investment
in their own careers. That approach is particularly
relevant for general—not employer-specific—training,
which many employers are reluctant to finance
because employees can transfer their skills to com-
peting firms. Among the strategies that have been pro-
posed to encourage employee-initiated training are the
Individual Training Account (ITA), training vouchers,
and even the “training bank.” Various forms of finan-
cial aid for tuition and fees at the postsecondary level
and paid educatioral leaves (sabbaticals) have also
been suggested.

The idea of the ITA, first proposed by economist Pat
Choate of the TRW, Inc, is to establish a training
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account for each worker. Funds in the account would
come from payroll deductions matched by the em-
ployer. They would accumulate over a period of time
(Choate suggested six years) and would then become
available to the worker if he or she were dislocated. If
the worker never needed the funds, his or her share
would be refunded at retirement (or to the estate
upon death), and the firm would be refunded its own
share. The ITA concept has been endorsed by the
American Council on Education through the Business-
Higher Education Forum, and variations on the theme
have been proposed in Congress and tested in several
states100
In March 1984, Congressman Richard Durbin (D-111,)
introduced in Congress a bill (HR 4832) that would
have allowed workers to set up ITAs. Employers and
employees would have contributed 0.8 percent of
the employee’s wages or $250 per year, whichever was
less, up to a maximum amount of $4,000. The em-
ployer would have received a tax deduction of 125 per-
cent of its contribution as an incentive to participate.
The employee would have received a 100 percent
deduction.1ot
Illinois has attempted to test the ITA concept. In
1985, the Illinois General Assembly established the
Prairie State 2000 Authority to study the feasibility of
a state-sponsored ITA financed through the voluntary
contributions of employers and workers. The Prairie
State study found that an ITA program “is desirable
as a matter of public policy and that manifestations
of it are feasible from the standpoints of market sen-
timent and technical management.’1%2
Nevertheless, a number of constraints and draw-
backs to such a program were also noted in the study:
* The program is useful only to workers whose
employment is disrupted. Workers who simply want
to prepare for another career or upgrade their skills
are not eligible.
® ITA coverage funded for full-time employees is not
useful to part-time, contract, or temporary workers.
Extending ITA coverage to all workers would greatly
expand administrative costs.
® Some businesses ind workers may not participate
in a voluntary program, leaving some people with-
out coverage when the need for retraining arises.
Further, workers who join the program would prob-
ably be those who could afford it best or are most
motivated, so that those who are not covered may ac-
tually be the workers most in need of assistance.

* ITAs are not the sole form of assistance needed in 89
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times of high unemployment. Indeed, closures of

large plants might overwhelm such a system. ITAs

should, therefore, be only one of several policy tools
and funding methods available to combat
unemployment.

Other analyses of the ITA concept have pointed out
that the voluntary nature of the program does little to
address the access issue in retraining. Workers with
high levels of education are most likely to attend cor-
porate education and training programs and would be
likely to participate in ITA programs, too. Low-skilled,

der, and less-educated workers, who are most likely
to become displaced, would be less likely to partici-
pate. Workers in the secondary labor market, who do
not value education as a vehicle for advancement, and
who are subject to more spells of unemployment, are
unlikely to benefit from a voluntary ITA, even though
they have th: greatest need and have probably been
underserved by education and training programs in
the past!03

For all of those reasons, the Prairie State 2000
Authority’s study called for other strategies besides the
ITA, particularly early-intervention strategies empha-
sizing job placement.

A second strategy for encouraging employee-ini-
tiated training is to supply unemployed workers with
vouchers to use for retraining and related job assis-
tance. Money for such programs may come from con-
tributions into voluntary employees’ beneficiary
associations and special funds established under
union contracts. Members of the United Auto Workers
and major automobile manufacturers have joined to
establish several well-known programs of the latter
type. Similar programs have also been negotiated be-
tween the Communications Workers of America and
AT&T!04

Most of the strategies already described are aimed
at serving the needs of unemployed workers. A worker
who continues to be employed, must usually pay for
training or additional education without any tax incen-
tive aside from that in the current tax code, which is
limited. Some recent collective bargaining arrange-
ments, however, have expanded to include retraining
of active workers in both occupational and more
general skills. Pathways to the Future, a three-year, $7.6
million model program, bargained in 1986 by US West
Communications and the Communications Workers of
America is designed to assist more than 28,000 man-
agement and nonmanagement active employees in a

60 seven-state region. Participants receive tuition and fees

TRAINING AMERICA.

for coursework and career counseling assistance!%s
The UAW/Ford and similar bargaining agreements are
expanding in this direction, as well. Other strategies,
modeled on some European programs, have also been
proposed that would be more widely available to all
workers regardless of employment status.

One is the “training bank” concept endorsed by
economists such as Belle Sawhill of the Urban Insti-
tute, Martin Meyerson and Robert Zemsky from the
Higher Education Finance Institute of the University
of Pennsylvania, and Malcolm Lovell of the Brookings
Institution. As suggested by Sawhill, for example, a
“human resource investment account” would allow ex-
perienced workers to engage in on-the-job training and
classroom instruction throughout their work lives. The
account would be financed through payroll taxes that
could be levied on employees, employers, or both.106

Meyerson and Zemsky suggested that funds from
the training bank be used to provide two years of train-
ing beyond the high school level to workers who had
at least five years of work experience and were pre-
pared to pay part of the cost themselves. Training
would be provided through both the private and public
sectors, at colleges, universities, private proprietary
schools, and employer-sponsored training programs.
Employers would pay most of the cost of employer-
sponsored programs.

Employees could use as much of the training allot-
ment as desired through the age of retirement. There
would be a cap on training costs, although Meyerson
and Zemsky stated that expected costs 1night reach as
high as $5 billion per year, perhaps funded by a per-
centage tax on gross earnings. Another possibility
would be a fund to use both general tax revenues and
a special tax on business1°?

Lovell proposed a national worker training trust
fund financed by a one<cent-per-hour-payroll tax levied
on both employers and employees, with an expected
yield of $3 billion to $4 billion annually. The fund
would support training, job-search assistance, and in-
come maintenance!

Some states have ~lready experimented with train-
ing trust funds of this kind. For example, legislation
to establish a worker training trust fund was enacted
in Delaware in 1984, with the support of the state’s
Chamber of Commerce and most employers. The law
required a 0.I-percent increase in the existing un-
employment tax rate paid by employers. The funds are
administered by the state’s Private Industry Coun-
cil. Variations on that pattern have also been put in
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place in several other states, including California and
Massachusetts!%

One of the appeals of training trust funds is that
they send a public message to workers and employers
that retraining is a worthwhile endeavor. In addition,
such plans offer wider coverage and greater equity
than union-specific or voluntary employer approaches.

More direct assistance for adults interested in re-
training or upgrading their skills could be in the form
of financial aid for postsecondary education. In con-
trast to other aspects of educational support, the
federal government dominates financial aid to stu-
dents. Such aid is in principle not age-specific, al-
though in practice, federal student aid programs are
biased against adults, particularly those who have
already entered the work force. Grant, loan, and work
programs authorized under Title IV of the Higher Ed-
ucation Act were designed to support full-time, tradi-
tional college students, rather than older students who
might seek part-time learning not aimed at a formal
degree. Both federal and state aid programs usually
limit eligibility to students who participate on more
than a half-time basis. Aid requirements are also
biased toward financially dependent students rather
than adults with major financial assets, even though
attending school full-time would preclude work in
most regular jobs.

Other biases against adult workers in existing stu-
dent aid programs include the time frames of eligi-
bility, which are geared toward the traditional four-
year degree, and requirements that funds be spent in
“eligible institutions,” primarily two-year or four-year
public or private colleges and universities. Because of
the time constraints, part-time adult students may lose
eligibility before completing a program of instruction.
In addition, some of the nontraditional educational
delivery systems they might prefer (weekend colleges,
television instruction, correspondence courses) are
not eligible for aid. Many aid programs are restricted
to individuals enrolled in formal degree or certificate
paths.

Finally, existing financial aid systems may not be
helpful for dislocated workers because eligibility
usually depends on family income and assets of the
previous year. Displaced workers who have had high
or moderate earnings in the prior year or who have
homes or other capital assets of value would have dif-
ficulty qualifying for most student aid programs.

Although it is possible to suggest that student aid
programs financed by the federal government be revis-
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ed to include adults on an equal footing with college-
age students, such a stzp would require major changes
in existing federal legislation and would probably
increase demand to the point that either appropria-
tions would need to increase dramatically or the
average level of support for the recipients would
decrease. It is unlikely that such a major change would
be acceptable politically, especially in light of the
budget deficit.

Separate aid programs for adult students, including
those who attend school part-time, are another possi-
bility. For example, some have proposed guaranteed
loan funds sufficient to pay for any form of education
or skil! training that is available through accredited
academic or vocational training institutions. Repay-
ment would be calculated as a percentage of gross in-
come earned after the completion of training. That re-
quirement would act as an incentive for workers with
moderate to high gross income to use their own funds
rather than those of the loan program to finance their
trainingl10

Sabbaticals, or paid educational leave, are another
form of assistance that could be made available to
adult workers who could not combine work and train-
ing and could not otherwise afford to stop working to
participate in training. Leave of that kind would
guarantee all fringe benefits and protection of job
rights.

Although employers sometimes grant educational
leave to valued employees, most employers are unwill-
ing to take on the expense unless the veturn to them
is clear. Universities, for example, have a long tradition
of sabbaticals so professors can take additional
academic courses or participate in research or other
professional enhancement activities. Some large and
well-financed companies also provide such opportuni-
ties. For example, the Kimberly-Clark Corporation
grants extended educational leave to employees for
periods of two weeks to one year. Employees on leave
receive full pay and benefits and may use corporate
education funds to subsidize educational costs.

In the United States, paid educational leave is most
often directed toward higher-level employees, although
in Canada, universal paid educational leave for the
work force has been proposed. A report by the Na-
tional Advisory Panel on Skill Development Leave to
the Canadian Minister of Employment and Immigra-
tion advocates such leave and suggests that the costs
be funded through new surtaxes on personal and cor-
porate income!!!
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Recommendation #35: Federal and state govern-
ments should experiment with a mix of loans and
grants paid for by dedicated taxes and made available
1o individuals for skill improvements.

A Supply-Side Strategy

Strategies that increase the demand for training by
providing investment incentives for employers and
direct subsidies for individuals will not suffice. Those
policies will improve demand for training, but addi-
tional policies will be needed to improve the quality
of training supplied to employers and individuals.

One way to improve the quality of workplace learn-
ing without expensive subsidies is through R&D. Very
little R&D is done on workplace learning. Although the
federal government spends more than $140 million on
education research, almost nothing is spent investi-
gating training theory and practices. Moreover,
because the training establishment is so large and
decentralized, there are no institutions that attempt to
husband and advance the state of the art.

Recommendation #36: Public and private institu-
tions should establish infrastructure to conduct R&D;
to inventory, analyze, evaluate, and model best prac-
tices in job-related learning; and to disseminate results
to employer institutions.

Although the major responsibility for adult training
and retraining rests with employers and employees,
other actors and intermediary institutions such as
postsecondary schools and federal and state govern-
ments also play a role in the process. As previously
mentioned, 12 percent of Americans claim they re-
ceived some or all of their upgrading outside the work-
place. In addition, employers buy 2imost 40 percent of
their upgrading from external institutions, mostly
from the schools.

As noted earlier, postsecondary education institu-
tions, such as community colleges, universities, voca-
tional education institutes, and proprietary schools of-
fer courses in new occupational skills, although in the
United States the responsibility for searching out these
opportunities rests with the individual.

Of particular importance for many adult workers
are community colleges, which have proven to be very
flexible in accommodating both local businesses and
adult students who are employed during the day.
Community colleges frequently design courses to
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schedule evening and weekend courses to accom-
modate working adults; and they develop nondegree
and certificate courses tied to existing local employ-
ment opportunities.

Four-year colleges and universities are attempting
to follow suit by offering more courses of interest to
adults who cannot commiit to a four-year degree pro-
gram. These schools also have begun to offer more
evening and weekend classes. Vocational institutions
and private proprietary schools have long sought adult
students interested in gaining new skills or upgrading
previously acquired knowledge. They also play an im-
portant part in providing the necessary training for ex-
perienced workers interested in changing occupations.
In addition, unions, professional associations, trade
associations, and for-profit schools are all important
suppliers of job-related learning.

Recommendation #37: The demand-side approach
to improving opportunities for job-related training
should be accompanied by a supply-side strategy that
would increase the institutional capability of suppliers
to provide high-quality training to employers and
employees.

Since the 1960s, efforts by the federal government
to assist adult workers through retraining programs
have focused primarily on displaced workers who have
lost their jobs as the result of foreign competition,
changing technology, and other disruptive forces in
the economy. The ARA provided training to workers in
economically underdeveloped areas such as Appala-
chia as a means of attracting new businesses to those
regions. The original MDTA program, enacted in 1962,
targeted adult workers who had at least three years
of employment experience and had lost their jobs
because of technological change. The Skill Training
Improvement Program, enacted during tlie Carter
Administration, reflected some recognition that adult
workers might need upgrading of skills, although
funding for the program was not large. Under CETA,
Title II-C authorized upgrading and retraining, al-
though reporting never differentiated Title II-C pro-
grams from Title II-B training programs for the
economically disadvantaged, so little is known about
the effectiveness of CETA upgrading and retiaining
activities.

A federal-state program that aids mnst unemployed
workers is the Unemployment Insurance System.
Workers who have been laid off may claim compensa-
tion for a period of weeks established by the federal
government while they look for work. Federal law per-
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mits states to continue to provide compensation while
recipients are enrolled in approved training programs,
including JTPA, although many states discourage
unemployed workers from participating in training.

With the exception of those programs and indirect
aid for postsecondary schools and vocational educa-
tion, the federal government has no planned effort to
assist adults in either learning new skills or upgrading
their existing skills.

In recent years, many state governments have taken
on the responsibility for helping workers respond to
employers’ needs. In the main, their efforts have been
prompted by the dual desire to expand economic de-
velopment within state boundaries and to attract new
industry, as well as improve the human capital of
residents.

One form of state support for training institutions
involves employer-specific skill training (ESST),
sometimes called customized training. Many states
have adopted customized training strategies. Such pro-
grams are frequently associated with state economic
development efforts aimed at attracting new firms and
plants from outside the state, although many states are
now beginning to refocus their efforts on job growth
and retention within their boundaries. Significant
numbers of states have adopted ESST programs, with
a variety of organizational approaches and funding
sources.!!?

Massachusetts: One well-known example of a state-
initiated skill training program is The Bay State Skills
Corporation (BSSC), which completed its sixth year
of operation in 1987.!'3 BSSC has a broad mandate:
“The Corporation shall encourage and facilitate the
formation of cooperative relationships between
business and industry, labor, government, and educa-
tion to develop and expand programs of skills train-
ing that are consistent with employment needs. The
Corporation shall provide grants-in-aid to education
and training institutions, to be matched with private
sector support, to fund skills training programs in
growth occupational areas.”

Although BSSC seeks out and encourages educa-
tional institutions to develop new courses and pro-
grams in response to employers’ needs, it will fund
such a venture only if the educational institution has
identified one or more companies that will participate
directly in the training. The Corporation requires that
companies match BSSC funds with direct or in-kind
support, including staff time and expertise, equipment
and supplies, internships, or other contributions of
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value that will transfer corporate expertise into the
educational setting.

The Corporation is structured as a quasi-public cor-
poration, and its board of directors funds programs at
least four tiines a year. In 1986-87, BSSC awarded
$1,950,089 to 26 educational institutions to train 1,152
persons as part of its Industry Responsive Training
programs, a 50-50 matching-grant venture. Other ac-
tivities include funding a series ~f Special Institutes
intended to provide the faculty of institutions of higher
learning in Massachusetts the opportunity to acquire
and exchange information in emerging and growth
technologies, such as biotechnology, fiber optics,
water-quality assessment, and telecommunications.

Two additional activities of the Corporation have
been its support for the state’s ET CHOICES pro-
grams, which provide skill training to recipients of
AFDC and for the Massachusetts Displaced Home-
maker Program. In FY 1987, BSSC funded 14 ET
CHOICES programs and trained 335 individuals with
grants of more than $812,000. Over its four years of
participation in the program, BSSC has awarded
almost $2.5 million to contractors who have served
more than 1,200 welfare recipients.

Since 1979, when state funds were first ap-
propriated, the Massachusetts Displaced Homemaker
Program has grown into a statewide program called
the Bay State Center for Displaced Homemakers, ad-
ministered by BSSC. There are five geographic regions
and 25 offices providing counseling, workshops, skills
training, educational programs, and job placement
assistance. In 1987, more than 1,600 participants were
assisted at a cost of $898,162. BSSC has developed a
Transition s program for 600 ET CHOICES registrants
who also qualify for the Displaced Homemaker
Program.

New York: Funding for New York’s ESST!!* program
is derived from several sources, including Vocational
Education Act (VEA) furds for firm-specific training;
JTPA eight-percent set-aside funds, also designated for
firm-specific training; JTPA Title III Dislocated Worker
funds; and state appropriations. Out of a total expen-
diture of $9.2 million for firm-specific training (not
always tied to specific companies, despite the title) in
FY 1985, federal funding was about 61 percent and
state funding about 39 percent. Administrative costs
drawn from JTPA and VEA federal funds accounted
for an additional $1.3 million.

During FY 1985, 21,426 people were trained under

ESST programs, ccmpared with 11,106 in all other pro- 63
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grams. Costs per trainee, which averaged $169, were
lower than for other programs: $232 for VEA pro-
grams, $912 for JTPA eight-percent programs, and
$1,145 under JTPA Title I1I. Employers are required to
match dollar for dollar, which has taken the form of
the employer continuing to pay wages while workers
participate in training, instructors’ salaries, equipment
usage, materials and supplies, space, and funds from
federal programs such as VEA and Title III.

Unlike the JTPA program, ESST is free of restric-
tions on the length of a program, the target population,
and the type of training. Projects funded have involved
large, established firms such as Eastman Kodak, West-
inghouse, and Aetna Insurance, as well as small man-
ufacturing and industry-specific consortia in the gar-
ment industry, nursing Lomes, hotels and motels, and
minority-owned businesses. ESST has subsidized
English-as-a-second-language courses for prospective
taxi drivers and training in entrepreneurial and man-
agement skills for people interested in starting their
own businesses. Training providers include local
school districts and the State University of New York,
although most training is provided through commun-
ity colleges and regional vocational high schools.

Illinois: The Department of Commerce and Com-
munity Affairs is the lead agency for both economic
developmen and training programs in Illinois. It has
created a fiv. “-ar development plan with detailed
goals and policies for specific regions within the state.
Illinois pools state appropriations and federal money
into employer training packages that do not define par-
ticular trainee characteristics. That enables the state
to place JTPA-eligibles without directly involving
employers in the training system.

The Prairie State 2000 Authority established ir Il-
linois in 1983 is an early example of a state project
designed to establish training programs that foster job
creation, reduced employer unemployment costs, and
meet the needs of the economy for skilled workers by
providing job-linked training for unemployment in-
surance claimants and potentially displaced workers
who could become such claimants. Although originally
established as a means of testing the operation of in-
dividual training accounts, the mission of the Author-
ity was revised in 1985 when two programs were
added. One program, the Individual Training
Assistance Program, offers financial assistance to ex-
perienced Ul-eligible workers who want to upgrade
their current skills or acquire new ones. Both

64 employed and unemployed workers are eligible for this

TRAINING AMERICA

program. The Employer Training Assistance Program
makes grants or loans to eligible employers for the
purposes of providing training to employees in fields
with critical skill shortages. In FY 1988, the Authority
issued 56 grants ($927,000) and 8 loans ($58,000) cover-
ing 9,735 workers!13

Alabama: Attracting new businesses from outside
the state and attracting foreign investment are major
goals of Alabama’s employer-specific training. Re-
cently, teams of university professors and students
have been formed to analyze productivity barriers in
particular firms and help overcome labor-manage-
ment problems. Their analyses may lead to proposals
for training to improve productivity.

South Carolina: Attracting new businesses is also a
goal for employer-specific training in this state, but
placing disadvantaged workers into on-the-job train-
ing slots has also been tried with some success. Univer-
sities in South Carolina are exploring how to establish
productivity centers to provide technical assistance
and training to small businesses. Managerial assis-
tance may also be provided to small firms that may not
be able to judge their own training needs.

Michigan: Michigan offers 11 employer-spev.fic pro-
grams with at least four sources of funding. Com-
munity colleges have responded well to the available
funds and are focusing on the training needs of local
employers. Attracting new businesses is a central focus
of the programs, but they are beginning also to focus
on job retention, which has been supported by the
creation of a new technology transfer service. In FY
1985-86, direct state general fund appropriations for
ESST reached $12.3 million.

Indiana: Like Illinois, Indiana has centralized many
of its economic development and training functions—
in this case, within the Lieutenant Governor'’s office.
Programs are distinctly employer driven, rather than
social service oriented. The state puts general funds
into two programs, the Basic Industry Retraining Pro-
gram and Training for Profit, and also provides a direct
dollar match for JTPA Title III funds. The state is work-
ing toward a proactive assistance policy for troubled
firms and industries as opposed to the more reactive
JTPA »pproach, which requires dislocation before
funds can be allocated for retraining. In Indiana, voca-
tional education has been taken from the Education
Department and may be placed under the Lieutenant
Governor. The Education Department is less involved
in these programs, with the only link being the JTPA
eight-percent funds.
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California; One of the largest employer-specific
training efforts in the nation is California’s Employ-
ment and Training Panel (ETP), established by the state
legislature in 1982. ETP is subsidized through a one-
tenth of one perceat tax on employer contributions to
unemployment insurance. The tax was passed in
return for a larger reduction in unemployment in-
surance taxes for employers and greater Ul benefits for
workers. Annual appropriations to the Panel by the
state legislature have grown from $26 million in FY
1983 to more than $60 million in fiscal years 1986
through 1988. The program, which is intended to pre-
vent unemployment through direct aid to employers,
has widespread bipartisan support, even though it has
helped some very large and wealthy companies, such
as the Bank of America. ETP markets its services, but
also relies on projects brought to it by employers.!16

Delaware: A training tax similar to California’s pro-
vides $2 million for Delaware’s employer-specific train-
ing activities. The state economic development agency
uses 25 percent of those funds for attracting new firms
and aiding in-state expansions. The remainder of the
money goes to the Delaware Private Industry Council,
which can spend it on a variety of programs, including
employer-specific training. The state education depart-
ment is not closely tied to the program.

Missouri: Direct state appropriations support
employer-specific training in Missouri—$2.6 million
in 1986 and $6 million proposed for 1987. These funds
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go to the state education funds, along with the eight-
percent JTPA funds. The pooling of JTPA and state
monies is done to gain maximum leverage from all
state funds and to permit more JTPA placements
among employers, who are not made aware of the
specific sources of funds. Local PICs are also required
to apply 20 percent of their Title II-A money for cus-
toruized training or on-the-job training. Efforts to move
the training program under the Missouri Commerce
Department, which also houses the Division of Ma.:-
power Planning, failed because of the strong objec-
tions of education officials. In Missouri, educational
institutions are the main providers of employer-spe-
cific training. The training is targeted on Standard In-
dustrial Codes with growth trends over a five-year
period rather than on specific industries.

Conclusion: All the above state programs finance
employer-specific training through direct general fund
appropriations or dedicated taxes. The level of per
capita effort varies widely, however. It is clear that
the many efforts to promote training through state-
assisted, employer-specific programs have proven
successful.

Recommendation #38: The federal and state govern-
ments should encourage state and local experimenta-
tion with training programs intended to upgrade
employees in the interest of their own career develop-
ment and in the interest of improving the com
petitiveness of state and local employers.

Foreign Experience With Upgrading

ust as many European na-
tions place more emphasis
than the United States on
employment preparation for
young people, so those nations also stress the impor-
tance »f retraining and upgrading for adult
workers!!” A review of their experience in that area
could be instructive for the United States as it begins

to explore ways to expand the investment of
employer. and employees in such training.
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France

Since 1971, under French law, all employers with more
than 10 employees are required to spend a percentage
of their wage bill on employee training. Originally, the
training requirement was set at 0.8 percent of the
firm’s total expenditure on wages, although that was
subsequently raised to the 1.1-percont rate enforced
since 1978. An additional 0.5-percer.t obligation is im-
posed in support of apprenticeship jrograms, so the
total training obligation for each fira is currently 1.6
percent of wage expenditures.

hS
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The aim of the law :s to induce firms to expand their
training expenditures at least to the level established.
If a firm fails to spend the established amount,
however, it must forfeit the residual to the national
treasury.

The law appears to have had the desired effect, in-
creasing total training expenditures in all firms, but
especially among small and medium-sized firms,
which in the United States spend the least on training.
Small and medium-sized firms with fewer than 50
workers doubled their training expenditures between
1972 and 1980, from about 0.5 percent to about one
percent of their wage bill. T*  proportion of employees
participating in some fonn of training has risen also,
as has the per worker expenditure for that purpose. In
1979, French firms financed training for about 18 per-
cent of all workers. Small and medium-sized firms
trained about 1.8 percent of their workers in 1972 and
about 4 percent in 1980.

The French system has not interfered with the free-
dom of firms to use their training resources in ways
that they believe are most efficient. The French govern-
ment does not try to control the workers selected for
training, the means by which training is provided, or
the type of training offered. Firms may concentrate on
preventive training to reduce the risk of layoffs as the
result of technological change, adaptation training to
help workers fit into new jobs, or refresher training to
maintain or upgrade skills.

One drawback to the system, however, is that French
firms, like their counterparts in other countries, tend
to offer training to more highly skilled workers than
to those with less schooling, who might need training
more. If the goal is to assist workers most likely to be
laid off and not readily find reemployment, restric-
tions on eligibility for training might be needed. Sim-
ilarly, more direction for the type of training offered
might also be necessary to stress general, transferable
skills instead of skills that are exclusively tied to the
firm offering the training. A final concern in trying to
transfer this kind of system to the United States is
the fact that employers might resist the addition of
another payroll tax, although the experience of Califor-
nia, Delaware, and other states indicates that taxes can
be raised if employers support the objective.

Federal Republic of Germany

66 West Germany’s adult training and retraining pro-
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grams are administered by its Federal Employment
Institute (FEI), which was given the responsibility to
maintain national employment equilibrium under the
Employment Promotion Act of 1969. Under this law,
FEI can use such policy tools as training and retrain-
ing, job creation, and subsidized employment to help
ease unemployment. FEI also oversees the unemploy-
ment compensation system, which uses payroll taxes
to pay for both unemployment benefits and other labor
market programs. In addition, European Economic
Community funds are available to assist dislocated
workers, partic*'arly in the coal, steel, agriculture, and
textile industric.. About a quarter of all workers who
received adult training or retraining in West Germany
were subsidized by those European funds.

The need for adult training and retraining and the
ability of workers to venefit from such trairing is
affected by Germany’s excellent apprenticeship sys-
tei, which offers solid basic vocational skills to young
people who do not go on to college. It is a dual system,
offering both classroom instruction and on-the-job
training with an employer. After three to four years in
the apprenticeship system, workers are certified as
fully qualified in one of the 450 occupations in which
formal training is offered.

West Germany has an extensive adult training pro-
gram that offers “further training” to upgrade skills
in the occupation already held, “retraining” to help
workers who want to move into new occupations, and
“on-the-job training” to help workers achieve full effi-
ciency in their current jobs. During the 1970s and
1980s, more than three-quarters of all trainees have
sought further training, many of them working to pass
state examinations for master’s or technician’s cer-
tification. The FEI has begun to place greater em-
phasis on updating and improving skills at a given oc-
cupation level, in orde: to upgrade the skills of workers
who might otherwise becoms unemployed.

Since 1970, less than 15 percent of adult training
enrollees have entered retraining programs to help
them prepare for new occupations. Women represent
a significant proportion of the enrollments. More than
half the courses last for more than a year; in contrast,
about a fourth of the further training courses last this
long.

On-the-job training tends to be much shorter in
duration, with more than 90 percent of the courses
lasting six months or less. It has been provided to less
than 10 percent of the people receiving FEI-supported
training since 1970. Subsidies for such tiaining are
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paid directly to employers who agree to provide voca-
tional training to employees in order to increase their
efficiency in their present jobs and improve overall
productivity.

Originally, the West German adult retraining system
was aimed at removing barriers to occupational mo-
bility rather than preventing or alleviating unemploy-
ment. With rising unemployment in the 1970s, more
applicants have been unemployed. They are often refer-
red by local employment offices. The local offices are
responsible for deciding whether to offer training, as
well as whether to offer FEI support during training.
People who complete training return to the local em-
nloyment office for placement.

The FEI supports training through vouchers, com-
missioning special courses, and offering grants to
training centers. A voucher includes training costs for
approved courses, a living stipend (usually at the rate
of unemployment benefits), and sometimes a moving
alicwance. Special courses may be commissioned
when there are occupational shortages or special
groups, such as the long-term unemployed, that need
assistance in a particular region. Finally, in a few cases
institutional grants may be offered to expand the train-
ing capacity of a community.

About three percent of West Germany’s labor force
receives some form of adult vocational training each
year, and about one-third of the participants are sub-
sidized under the Federal Employment Act. About 20
percent are unemployed workers. Most participants
appear to be male, skilled, and 20 to 45 years old.
Women account for about a third of all persons receiv-
ing training. Completion rates are high (over 90 per-
cent), with most dropouts suffering from major educa-
tional deficiencies. Placements are also high, with one
study showing that 60 percent of people who entered
further training between July 1979 and September
1980 were unemployed, but only seven percent were
t.nemployed afier completing the training.

Adult training is offered by a variety of semi-auton-
omous training instituticas, and about half of it is
privately supported. The Chambers of Commerce and
Industry, crafts associations, blue-collar and white-
collar unions, and the school system are the major in-
stitutions offering such training. Smaller providers
may offer training in only one or two occupations and
may not be tied to FEI programs.
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Sweden

The traditional Swedish commitment to full employ-
ment is reflected in a labor market policy (1at calls
for continual upgrading cf workers’ skills, ;mprove-
ment of employment opportunities for the rlatively
unskilled, and expansion of employment opport nities
and training during recessions to prevent unem-
ployment or to improve the job prospects of
unemployed people.

The commitment is evident in the central govern-
ment’s high rate of expenditures for those programs
(approximately eight percent of the central govern-
ment'’s total budget) and in the oversight of government
agencies, including government-run training centers.
The Swedish system is flexible and effective, able to
shift courses in accordance with changing needs and
offering both high-quality instruction and technically
advanced course work. The system also provides re-
medial education as needed. Cooperation between
business, government, and labor is good, and there is
general agreement on both social and labor policies.
Full employment is a central goal of all parties, and
adult training and retraining is an important policy
tool for achieving that goal.

The National Labor Market Board (AMS), an inde-
pendent agency with a tripartite governing body
representing labor, business, and government, admin-
isters Sweden'’s labor market programs and policies.
Unions have a plurality of votes, but most decisions are
unanimous. The AMS has regional and local offices,
enabling it to tailor programs to the needs of in-
dividual communities.

There are two main types of training provided
through AMS: the in-plant subsidy program that uses
slack periods for worker education inorder to prevent
layoffs, and the job training program that assists
workers who are unemployed, threatened by unem-
ployment, or desirous of changing jobs. The in-plant
subsidy program is popular and less expensive than
paying unemployment benefits. It offers vocational
training as well as courses in decision making and oc-
cupational healtls and safety. The job training program
offers practical vocational skills, not professional train-
ing. The courses are usually the same as those offered
inupper-level secondary schools, and participants tend
to be persons who lack the education and skills needed
in changing industries.

The Swedish Employment Service, part of the local 67




AMS office, decides whether individuals meet train-
ing qualifications. To be eligible, a person must be
unemployed, hard to place, or in danger of becoming
unemployed. No restrictions are placed on incorue or
previous work experience. Applicants must be regis-
tered job seekers and generally 20 years or older, with
the exception of people who are handicapped, foreign
refugees, and parents with children to support. Train-
ing, including course materi-'s, is free, and trainees
receive a taxable stipend tied to the level of unemploy-
ment benefits,

Some AMS training is also provided to employed
workers in order to prevent or eliminate occupational
shortages. The objective of such “bottleneck training”
is to prevent inflation created by labor shortages dur-
ing periods of economic expansion.

The National Board of Education arranges courses
at the request of AMS, which determines what kinds
of courses are needed, their size, scope, and location.
The Board administers and manages the training, with
costs reimbursed through an AMS fund. Training is
geared to job openings and job prospects reported by
County Labor Market Boards and transiated into an
annual plan, which is subject to change during the
year.

Generally, training is provided at 52 independent
AMU (National Employment-Training Board) Centers
located throughout Sweden, but some courses are
offered at regular schools. Duration of courses ranges
from 2 to 72 weeks; one-year courses are common and
some take two years or longer. Approved curricula
have been developed for about 400 occupations.

Although traditional instruction is offered, most
students learn by themselves at their own pace, with
the aid of self-testing materials, in settings modeled
after the actual worksite. Instructors, who are required
to have at least seven years of industrial experience,
offer supervision as needed. Special programs are pro-
vided to physically, socially, and mentally handicapped
persons and to immigrants. Individuals who lack the
formal education needed to benefit from training are
first placed in regular schools or may receive AMU
remedial education before placement in vocational
training courses.

In addition to the AMU-sponsored training, there are
some privately financed and administered training
programs in Sweden, along with company-funded in-
plant training. The Employment Security Council,
which represents the white-collar unions and the main
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funds for company training of white-collar workers
who need training not offered through the AMU and
not in danger of layoffs.

The number of people engaged in Swedish labor
market training peaked at 51,800 in 1979. About half
of the trainees are women. Completion rates are high,
and about 75 percent of course graduates are em-
ployed within six months, 70 percent at work for which
they were trained. Evaluators agree that the Swedish
system has achieved remarkable success in stabilizing
employment and preventing unemployment, although
the policies are more successful for persons already
employed than for those who lack basic skills for entry
into the labor market. Although some of the system’s
success is the result of factors peculiar to Sweden (the
high degree of labor-management-government cooper-
ation, for one), the overall result reflects a strong
national commitment to make the full smployment
policy work. The major drawback is that such a policy
is very expensive and requires a nationa: willingness
to commit a relatively large proporticn of govern-
ment funds.

Canada

Canadian labor market policies, including these
regarding adult training and retraining, are similar to
those operative in West Germany. The central govern-
ment uses public policy to correct difficulties in the
private market; government training programs are
well-established and well-funded, with provisions for
training stipends and other support services. Training
centers are not, however, run by the federal gov-
ernment, which prefers to rely on local schools and
companies such as training suppliers. Canadian labor
programs are run by government ministries rather
than a federal agency with representation from
business, labor, and government, as is the case in
Sweden and Germany.

The Canadian Ministry of Employment and Immi-
gration administers industrial and institutional train-
ing programs. Industrial training is offered through
programs that share costs with industry and through
the newer Critical Skills Training Program adopted in
1982, which expands training opportunities in skilled
occupations that have chronic labor shortages. For in-
dustrial training, the federal government negotiates a
cozitract with one or more employers that agree to pro-
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vide training in return for the government reimburs-
ing a proportion of the training costs.

The Canada Manpower Training Program, esta-
blished in 1967, was designed to help adults secure the
skills they need for higher-paying jobs and to provide
skilled labor to Canadian industry. The program is
operated by the federal government in cooperation
with the provinces and territories and is administered
through local employment centers. Training is pro-
vided by educational institutions such as community
colleges and vocational schools and by employers, with
the government sharing training costs.

Institutional training is provided in provincial
schools and commurity colleges. Aimed primarily at
young workers, it offers preemployment skill training,
language training (primarily for immigrants), basic
skills development, job-readiness training, work-ad-
justment training, occupational orientation, and the
classroom portion of apprenticeship training.

Changes were made in 1982 under the National
Training Act because the older program was unable
to train workers needed in new, technologically ad-
vanced industries. As in the older industrial program,
training is provided by employers under contract to
the government.

About 2.5 percent of Canada’s labor force par-
ticipated in government training programs during FY
1982-83. Completion rates and placement levels were
high, with about 75 percent of all trainees in institu-
tional and industrial training obtaining jobs upon
completion. Only about half of those jobs were in fields
for which the participants had been trained, however.
Itis expected that the newer Critical Skills programs
will do a better job of m#tching training to job oppor-
tunities. These program. will, however, focus on well-
educated young males, because the primary objective
is enhancing national productivity rather than achiev-
ing social equity or reducing unemployment.

The Ministry of Employment and Immigration also
provides a wide range of employment services in the
form of vocational counseling, testing, job placement,
and mobility grants offered through local employment
centers.

Great Britain

Since 1975, Great Britain has experienced extremely
high rates of unemployment, much higher than in the
1960s and early 1970s. Indeed, unemployment doubled
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from 1980 to 1981. Labor market policy, reflecting
the country’s concern for the problem, emphasizes
employment schemes rather than training activities.
The Temporary Short Time Working Compensaticn
Scheme, the Job Release Scheme, Community Indus-
try, the Community Enterprise Programme, and the
Job Creation Programme are examples of special pro-
grams designed to make jobs available to entry-level
workers and keep others from being laid off. Public
training programs have been far less in evidence.

Labor market policy in Great Britain is currently
under the direction of the Manpower Services Com-
mission (MSC), established in 1974. Members of the
MSC represent unions, employers, education, and local
governments. The MSC develops an annual corporate
plan setting forth its objectives and programs for the
year. Activities of the MSC are divided between the
employment service, which focuses on placement, and
the training service, which is responsible for training
about 75,000 persons each year, gencrally by contract-
ing out white-colla: training to local colleges.

There are three major difficulties associated with
training programs in Great Britain: poor vocational
preparation of many school dropouts, inadequate
access to skill retraining for adults, and outdated ap-
prenticeship systems that do not prepare participants
for high-skill jobs. Overcoming those problems, with
the assistance of industry and trade unions, is the
MSC’s central objective for the 1980s, although it faces
formidable obstacles.

The major government-sponsored training effort is
the Training for Skills Programme, which provides
funds when an Industrial Training Board identifies a
need in an industry’s long-term training requirements.
This program provides government grants to employ-
ers taking on apprentices or other long-term trainees
above the normal recruitment level.

Japan

In contrast to most Western European governments,
the Japanese government has a low level of involve-
ment in most aspects of labor market policy, including
adult training, which the private sector provides.
The Japanese government provides some support to
the “lifetime employment systen),” run by large
Japanese companies. The system affects only 25 per-
cent of the work force, but these few are entitled to

periodic training that upgrades their skills. During 69
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recessionary periods, the Japanese government occa-
sionally offers these workers retraining assistance and
wage subsidies to prevent layoffs.

About 75 percent of the workers in Japan are not
covered by the lifetime employment system and receive
no company benefits. They generally work for small
or medium-sized employers or are contract workers
for larger companies. These workers are the first to be
laid off during economic downturns and are usually
less skilled than their counterparts covered under the
lifetime system. For these workers, a government-
sponsored training system is available under a voca-
tional training law enacted in 1958. Workers who apply
for unemployment assistance must take part in train-
ing courses. The public vocational training system has

not been very successful, however, because most
trainees see their participation as a public humiliation.
The courses are generally not of high quality.

Social and demographic trends have begun to
weaken the lifetime employment system. As workers
begin tofind it more attractive to move from company
to company, Japanese employers will begin to experi-
ence some of the same constraints as employers in the
United States who are reluctant to invest in general
training that can be transferred to other firms. Japan
is trying to increase its public training programs to off-
set potential declines in private training, but the future
of privately financed, company-sponsored on-the-job
training programs is uncertain.
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